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The Committee on Finance, having considered legislation to pro-
vide certain tariff preferences to the countries of sub-Saharan Afri-
ca and the Caribbean Basin, to renew the Generalized System of
Preferences, to renew the President’s authority to proclaim changes
in tariffs resulting from the negotiation of reciprocal trade agree-
ments and to renew congressional procedures for implementing
provisions of such agreements in United States law, to reauthorize
existing trade adjustment assistance programs, to introduce a
mechanism for investigating foreign barriers to United States agri-
cultural exports, to implement an international agreement impos-
ing disciplines on shipbuilding subsidies, to normalize trade rela-
tions with Mongolia, and to make minor changes to the customs
laws of the United States, reports favorably thereon and refers the
bill to the full Senate with a recommendation that the bill do pass.
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I. BACKGROUND

The Finance Committee’s work on the Trade and Tariff Act of
1998 takes place against the backdrop of dramatic events unfolding
in the global economy. As the Committee’s recent hearings have
underscored, the Asian financial crisis in particular is dampening
the prospects for economic growth at home and abroad.

The impact has been felt most dramatically in our agricultural
sector. American farmers depend on export markets for forty per-
cent of their family income. The decline in international demand,
combined with other factors, has forced a sharp decline in commod-
ity prices and farm income.
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Other sectors of the economy have been affected as well. United
States manufacturers face both a decline in their export markets
and strong price competition at home as the dollar has continued
to appreciate against foreign currencies. Service providers have
faced a decline in export demand as well.

In the past, economic events such as these have frequently led
to calls both at home and abroad for increased protection against
foreign competition. As history has proved, those calls have led to
disastrous consequences for both the United States and world
economies.

In the Committee’s view, what is needed, instead, is strong inter-
national leadership to prevent a rising tide of protectionism from
washing away the benefits the international trading system has af-
forded both producers and consumers in the United States. Amer-
ican farmers, manufacturers and service providers can expect little
in the way of progress in reclaiming and expanding markets for
their goods and services unless the United States provides that
leadership.

Recent events underscore the need for a strong, unequivocal
statement of the United States’ commitment to a free and open
trading system that will provide a rising standard of living for both
U.S. and foreign workers. The Trade and Tariff Act of 1998 makes
that statement. Trade is a positive-sum game from which both the
United States and its trading partners can benefit if the United
States can move aggressively ahead with its trade agenda. The
Trade and Tariff Act of 1998 helps establish that agenda and pro-
vides the President with the tools he needs to implement it.

II. SUMMARY OF BILL

The Trade and Tariff Act of 1998 is divided into seven titles, a
number of which incorporate legislation previously reported favor-
ably by the Committee. Title I establishes a new program of trade
preferences for the countries of sub-Saharan Africa in order to en-
courage investment and trade in one of the poorest regions in the
world. Title I also renews the existing Generalized System of Pref-
erences program and affords additional trade benefits to the eligi-
ble beneficiary countries under the Caribbean Basin Economic Re-
covery Act.

Title II of the Trade and Tariff Act of 1998 would renew the
President’s authority to proclaim changes in United States tariff
schedules resulting from the negotiation of reciprocal trade agree-
ments. Title II would also renew congressional procedures for im-
plementing any changes to United States law required by an inter-
national trade agreement achieving the objectives established by
Congress.

Title III reauthorizes existing trade adjustment assistance pro-
grams without modification for a two-year period. Those programs
include (1) trade adjustment assistance for workers displaced by
import competition, (2) trade adjustment assistance for firms facing
a significant adjustment due to increased import competition, and
(3) trade adjustment assistance programs established in conjunc-
tion with the NAFTA. Those programs would expire on September
30, 1998, in the absence of reauthorization.
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Title IV creates a new mechanism for highlighting and poten-
tially investigating barriers to U.S. trade in agricultural products.
Title IV is intended to expand access to foreign markets for United
States agricultural products.

Title V incorporates legislation implementing the Agreement Re-
specting Normal Competitive Conditions in the Commercial Ship-
building and Repair Industry negotiated under the auspices of the
Organization for Economic Cooperation and Development. With
minor modifications, Title V reflects legislation reported favorably
last year by both the Finance and Commerce Committees.

Title VI would extend normal trade relations to Mongolia on a
permanent and unconditional basis. Title VI would also make var-
ious changes to the United States tariff laws, including suspending
certain duties on wool fabric and on certain articles brought to the
United States by athletes and trainers participating in the Olym-
pics and other world sporting events, expanding a trade program
for United States insular possessions, allowing the importation of
gum arabic and extending current duty drawback rules to mate-
rials used in the construction or equipment of certain mobile off-
shore drilling units.

Title VII adds two further revenue provisions. One would expand
the definition of vessels qualified for capital construction fund
treatment. The other would modify the period allowed for
carryback and carryover of the Foreign Tax Credit.

III. GENERAL DESCRIPTION OF BILL

A. TITLE I—TRADE AND DEVELOPMENT

1. SUBTITLE A—LEGISLATION AUTHORIZING A NEW TRADE POLICY
FOR SUB-SAHARAN AFRICA

Subtitle A of Title I of the bill authorizes a new trade policy for
sub-Saharan Africa. This subtitle would create a Senate substitute
for the trade-related provisions of the African Growth and Oppor-
tunity Act (H.R. 1432), which was passed by the House of Rep-
resentatives on March 11, 1998.

A. BACKGROUND

The subtitle is based on the trade-related provisions of the Afri-
can Growth and Opportunity Act (H.R. 1432), with certain modi-
fications that are outlined below. The purpose of this legislation is
to authorize a new trade and investment policy that is designed to
encourage increased trade and economic cooperation between the
United States and the sub-Saharan African (‘‘SSA’’) countries. It is
the expectation of the Finance Committee that the increased trade
and investment resulting from this legislation will encourage those
sub-Saharan African countries committed to political and economic
reform to continue to pursue such reforms.

Currently, sub-Saharan Africa is a region that faces significant
economic and political difficulties, as well as opportunities. The
SSA countries are among the poorest and least developed in the
world. According to World Bank data, the annual per capita GNP
for the SSA countries averages only $490. The political climate in
several of the SSA countries, however, has improved in recent
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years, though there remain a number of SSA countries that suffer
from significant instability. Moreover, over 30 countries, with as-
sistance from the World Bank and the International Monetary
Fund, have taken steps toward economic reform, including some
liberalizing of exchange rates and prices, privatizing state-owned
enterprises, instituting tighter disciplines over government expend-
itures, limiting subsidies and reducing barriers to trade and invest-
ment.

Currently, trade between the United States and the SSA coun-
tries is small. In 1997, United States merchandise exports to the
SSA countries amounted to less than 1 percent of total U.S. mer-
chandise exports ($6.2 billion), while imports from those countries
totaled only 1.7 percent of U.S. merchandise imports ($16.4 billion).
Primary U.S. exports are transportation equipment, machinery,
electronic products, agricultural products and chemicals. Principal
imports from sub-Saharan Africa are energy-related products and
minerals and metals.

The United States’ efforts to encourage trade with the SSA coun-
tries have had limited success. For example, under the Generalized
System of Preferences (‘‘GSP’’) program, developing countries are
eligible to receive duty-free access to the U.S. market for certain
specified products. Although most of the SSA countries are eligible
for preferential tariff treatment under the GSP program, only 6.9
percent of imports under the program in 1997 were from the SSA
countries. U.S. imports from sub-Saharan Africa under GSP totaled
$1.1 billion in 1997, with imports from South Africa ($450.8 million
in 1997) accounting for almost half of this amount. Significantly,
most petroleum products—which constitute the largest category of
merchandise exports from the SSA countries—are not eligible for
duty-free treatment under the GSP program.

The Senate Finance Committee held a hearing on the U.S.-sub-
Saharan Africa trading relationship generally, and H.R. 1432 spe-
cifically, on June 17, 1998. During this hearing, the Committee
heard testimony from the chief sponsors of the legislation from the
House and Senate, officials from the Administration and interested
parties from the private sector. The Committee also heard testi-
mony on the issue of trade with Africa on September 17, 1997.

The African Growth and Opportunity Act (H.R. 1432) was intro-
duced in the House of Representatives on April 24, 1997, and was
referred to the House Committees on International Relations, Ways
and Means, and Banking and Financial Services. The Committees
on International Relations and Ways and Means each reported the
bill on March 2, 1998. The Banking and Financial Services Com-
mittee was discharged of the bill on March 2, 1998. The bill was
passed by the House on March 11, 1998, by a vote of 233–186.

B. SUMMARY OF SUBTITLE

This subtitle has four primary components. First, this subtitle
provides eligible SSA countries with enhanced benefits under the
GSP program. Second, this subtitle provides those countries quota-
free and duty-free access to the United States for certain textile
and apparel products. Third, this subtitle directs the President to
create a United States-Sub-Saharan African Trade and Economic
Cooperation Forum. Fourth, this subtitle directs the President to
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examine the feasibility of negotiating a free trade agreement with
one or more of the SSA countries.

C. GENERAL DESCRIPTION OF SUBTITLE

What follows is a section-by-section description of the subtitle.

Section 1001. Short title
Section 1001 provides that this subtitle may be referred to as the

‘‘African Growth and Opportunity Act.’’

Section 1002. Findings
Section 1002 enumerates twelve findings with regard to this sub-

title:
That it is in the mutual interest of the United States and the

countries of sub-Saharan Africa to promote stable and sustain-
able economic growth and development in sub-Saharan Africa.

That the 48 countries of sub-Saharan Africa form a region
richly endowed with both natural and human resources.

That sub-Saharan Africa represents a region of enormous
economic potential and of enduring political significance to the
United States.

That the region has experienced a rise in both economic de-
velopment and political freedom as countries in sub-Saharan
Africa have taken steps toward liberalizing their economies
and encouraged broader participation in the political process.

That the countries of sub-Saharan Africa have made
progress toward regional economic integration that can have
positive benefits for the region.

That despite these gains, the per capita income in sub-Saha-
ran Africa averages less than $500 annually.

That United States foreign direct investment in the region
has fallen in recent years and the sub-Saharan African region
receives only minor inflows of direct investment from around
the world.

That trade between the United States and sub-Saharan Afri-
ca, apart from the import of oil, remains an insignificant part
of total United States trade.

That trade and investment, as the American experience has
shown, can represent powerful tools for economic development
and for building a stable political environment in which politi-
cal freedom can flourish.

That increased trade and investment flows have the greatest
impact in an economic environment in which trading partners
eliminate barriers to trade and capital flows and encourage the
development of a vibrant private sector that offers individual
African citizens the freedom to expand their economic opportu-
nities and provide for their families.

That offering the countries of sub-Saharan Africa enhanced
trade preferences will encourage both higher levels of trade
and direct investment for the region as well as enhance com-
mercial and political ties between the United States and sub-
Saharan Africa.

That encouraging the reciprocal reduction of trade and in-
vestment barriers in Africa will enhance the benefits of trade
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and investment for the region as well as enhance commercial
and political ties between the United States and sub-Saharan
Africa.

Section 1003. Statement of policy
Section 1003 states the support of Congress for:

Encouraging increased trade and investment between the
United States and sub-Saharan Africa.

Reducing tariff and nontariff barriers and other obstacles to
sub-Saharan African and United States trade.
Expanding United States assistance to sub-Saharan Africa’s
regional integration efforts.
Negotiating reciprocal and mutually beneficial trade agree-
ments, including the possibility of establishing free trade areas
that serve the interests of both the United States and the
countries of sub-Saharan Africa.
Focusing on countries committed to accountable government,
economic reform, and the eradication of poverty.
Strengthening and expanding the private sector in sub-Saha-
ran Africa.
Supporting the development of civil societies and political free-
dom in sub-Saharan Africa.
Establishing a United States-Sub-Saharan African Economic
Cooperation Forum.

Section 1004. Eligibility requirements for additional trade benefits
under the generalized system of preferences

Section 1004 amends the Generalized System of Preferences
(GSP) program, Title V of the Trade Act of 1974, by inserting a
new section 506A. This new section authorizes the President to
designate certain countries as beneficiary SSA countries eligible for
certain enhanced benefits under the GSP program.

In order to be designated as a beneficiary SSA country, and
therefore eligible for the benefits set forth in this section, a country
must satisfy three sets of criteria. First, the President must find
that the sub-Saharan African country has established, or is making
continual progress toward establishing:

A market-based economy, where private property rights are
protected and the principles of an open, rules-based trading
system are observed.
A democratic society, where the rule of law, political freedom,
participatory democracy, and the right to due process and a
fair trial are observed.
An open trading system through the elimination of barriers to
United States trade and investment and the resolution of bilat-
eral trade and investment disputes.
Economic policies to reduce poverty, increase the availability of
health care and educational opportunities, expand physical in-
frastructure, and promote the establishment of private enter-
prise.

Second, the President must find that the SSA country does not en-
gage in gross violations of internationally recognized human rights
or provide support for international terrorism and cooperates in
international efforts to eliminate human rights violations and ter-
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rorist activities. Third, the SSA country must satisfy the eligibility
criteria for the GSP program.

Once a country has satisfied the eligibility criteria, it can be des-
ignated by the President as a beneficiary sub-Saharan African
country and receive the enhanced GSP benefits set forth in this
section. The Committee intends that the eligibility criteria de-
scribed insection 1004 apply only to the new benefits described in
new section 506A and are not meant to limit the GSP benefits
available to the SSA countries under current law.

The new section 506A would authorize the President to provide
duty-free treatment for any item, other than textile or apparel
products or textile luggage, that is designated as import sensitive
under subsection 503(b)(1) of Title V. The general rules of origin
governing duty-free entry under the GSP program will continue to
apply, except that, in determining whether products are eligible for
the enhanced benefits of the bill, up to 15 percent of the appraised
value of the article at the time of importation may be derived from
materials produced in the United States. In addition, under new
section 506A, the value of materials produced in any beneficiary
SSA country may be applied in determining whether the product
meets the applicable rules of origin for purposes of determining the
eligibility of an article to receive the duty-free treatment provided
by this section. Section 1004 also amends subsection 503(c)(2)(D) to
waive permanently the competitive need limits that would other-
wise apply to beneficiary SSA countries.

The new section 506A established by section 1004 of the Act also
requires the President to monitor, and report annually to Congress,
on the progress the SSA countries have made in meeting the three
categories of eligibility criteria set forth above. The Committee ex-
pects that in the annual report required in section 1008 of this sub-
title, the President will provide an explanation of his assessment
of the progress being made by each country listed in section 1009
toward meeting the stated eligibility requirements, citing specific
examples where possible.

New section 506A would require the President to terminate the
designation of a country as a beneficiary SSA country if that coun-
try is not making continual progress in meeting the eligibility re-
quirements. Any such termination would be effective on January 1
of the year following the year in which the determination is made
that the eligibility criteria are no longer met.

As provided in Subtitle B, the entire GSP program will remain
in effect through June 30, 2008 for GSP beneficiary countries in
sub-Saharan Africa.

Section 1005. Treatment of certain textiles and apparel
Section 1005 provides beneficiary sub-Saharan African countries

(as designated under the new section 506A of the Trade Act of 1974
added by section 1004 above) with duty-free and quota-free access
to the U.S. market for certain textiles and apparel products. In
order to receive these benefits, a beneficiary sub-Saharan African
country must (1) adopt an effective and efficient visa system to
guard against unlawful transshipment of textile and apparel prod-
ucts and the use of counterfeit documents; and, (2) enact legislation
or regulations that would permit the United States Customs Serv-
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ice to investigate thoroughly allegations of transshipment through
such country. Section 1005 directs the United States Customs Serv-
ice to provide technical assistance to the beneficiary sub-Saharan
African countries in complying with these two requirements.

The benefits under section 1005 are available only for the follow-
ing textile and apparel products:

Apparel articles assembled in beneficiary sub-Saharan Afri-
can countries from fabrics wholly formed and cut in the United
States, from yarns wholly formed in the United States.

Apparel articles cut and assembled in beneficiary sub-Saha-
ran African countries from fabric wholly formed in the United
States from yarns wholly formed in the United States, and as-
sembled with thread formed in the United States.

Handloomed, handmade and folklore articles from bene-
ficiary sub-Saharan African countries, that have been certified
as such by the competent authority in the beneficiary sub-Sa-
haran African country.

The Committee expects that only genuinely handcrafted articles,
normally produced in limited quantities, will be designated as eligi-
ble; this provision is not intended to benefit large-scale, industrial
production of textile or apparel articles. In addition, the Committee
intends that textile luggage (i.e., luggage made of textile material
identified in headings 4202.12 and 4202.92 of the Harmonized Tar-
iff Schedule of the United States (HTS)) be treated as a textile
product, and therefore it will not be eligible for duty-free or quota-
free treatment under this legislation (except when such textile lug-
gage has been certified as a handloomed, handmade or folklore ar-
ticle).

The Committee also intends that this new program of textile and
apparel benefits will be administered in a manner consistent with
the regulations that currently apply under the ‘‘Special Access Pro-
gram’’ for textile and apparel articles from Caribbean and Andean
Trade Preference Act countries, as described in 63 Fed. Reg.
16474–16476 (April 3, 1998). Thus, the requirement that products
must be assembled from fabric formed in the United States applies
to all textile components of the assembled products, including lin-
ings and pocketing, subject to the exceptions that currently apply
under the ‘‘Special Access Program.’’

Section 1005 provides that if an exporter is found to have en-
gaged in transshipment with respect to textile or apparel products
from a beneficiary SSA country, then the President must deny all
benefits under this section and under section 1004 of this subtitle
to such exporter, any successor of such exporter, and any other en-
tity owned or operated by the principal of the exporter for a period
of 2 years.

Section 1005 also includes a safeguard measure, authorizing the
President to impose appropriate remedies, including restrictions on
or the removal of quota-free and duty-free treatment, in the event
that imports of textile and apparel articles from a beneficiary SSA
country are being imported in such increased quantities as to cause
serious damage, or actual threat of such damage, under the Agree-
ment on Textiles and Clothing (‘‘ATC’). The Committee intends
that the injury standard be the same as set forth under the ATC,
even though the remedies the President may impose under this
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provision include withdrawing or restricting both the duty-free and
quota-free treatment provided under this section. With respect to
the imposition of quotas, the intent of the Committee is that the
President exercise his authority under the safeguard provisions of
this section only in a manner consistent with the ATC; thus, the
Committee does not intend that this provision would authorize the
President to impose quotas on WTO members once they are elimi-
nated under the ATC in 2005.

The benefits provided by this section will be effective from Janu-
ary 1, 1999 through June 30, 2008.

The benefits available under section 1005 with regard to textiles
and apparel products are not provided as a part of the GSP pro-
gram. It is not the intent of the Committee that tariff relief or
quota removal for textile and apparel products become or be treat-
ed as benefits provided under the GSP program.

Section 1006. United States-Sub-Saharan Africa Trade and Eco-
nomic Cooperation Forum

Section 1006 directs the President to establish a United States-
Sub-Saharan African Trade and Economic Cooperation Forum with
interested SSA countries. The purpose of this Forum is to foster
close economic ties between the United States and sub-Saharan Af-
rica by encouraging meetings between private sector, governmental
and nongovernmental leaders to discuss expanding trade and in-
vestment relations between the United States and sub-Saharan Af-
rica. Section 1006 also directs the President to meet with the heads
of the governments of interested SSA countries for the purpose of
discussing expanding trade and investment relations between the
United States and sub-Saharan Africa.

Section 1007. United States-Sub-Saharan African free trade area
Section 1007 directs the President to examine, and report back

to the Senate Committee on Finance and the House Committee on
Ways and Means regarding, the feasibility of negotiating a free
trade agreement with interested sub-Saharan African countries. If
the President finds that such an agreement is feasible, then the
President must provide a detailed plan for such negotiation(s) that
outlines the objectives, timing, any potential benefits to the United
States and sub-Saharan Africa, and the likely economic impact of
any such agreement.

Section 1008. Reporting requirement
Section 1008 directs the President to submit to Congress each

year, for five years following enactment of this subtitle, a report on
the implementation of this subtitle.

Section 1009. Sub-Saharan Africa defined
Section 1009 defines sub-Saharan Africa as the forty-eight coun-

tries listed in that section.

2. Subtitle B—Legislation Extending Duty-Free Treatment Under
the Generalized System of Preferences

Subtitle B reauthorizes the Generalized System of Preferences
program through June 30, 2008 for beneficiary developing coun-
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tries in sub-Saharan Africa and through December 31, 2000 for all
other beneficiary developing countries.

A. BACKGROUND

The Generalized System of Preferences (GSP), title V of the
Trade Act of 1974, as amended, grants authority to the President
to provide duty-free treatment to imports of eligible articles from
designated beneficiary developing countries, subject to certain con-
ditions and limitations. To qualify for GSP benefits, each bene-
ficiary country is subject to various mandatory and discretionary
eligibility criteria. Import sensitive products are ineligible for GSP.
The President’s authority to grant GSP benefits expired on June
30, 1998.

B. GENERAL DESCRIPTION OF SUBTITLE

Section 1101. Extension of duty-free treatment under Generalized
System of Preferences

Section 1101 of this subtitle reauthorizes the GSP program
through June 30, 2008 for beneficiary developing countries in sub-
Saharan Africa and through December 31, 2000 with respect to all
other beneficiary developing countries.

Section 1102. Effective date
Subsection 1102(a) of this subtitle provides that the new termi-

nation dates, as set forth in section 1101, apply to articles entered
on or after October 1, 1998.

Subsection 1102(b) of this legislation provides for retroactive ap-
plication for certain liquidations and reliquidations. Specifically,
this subsection allows the Secretary of the Treasury to liquidate or
reliquidate as free of duty any article that was entered after June
30, 1998, and before October 1, 1998, and that would have other-
wise been eligible for duty-free treatment under the GSP program
if the entry had been made on June 30, 1998. This subsection di-
rects the Secretary to refund any duty paid with respect to such
entries, although no refund shall be paid prior to October 1, 1998.

Subsection 1102(c) of this subtitle provides that requests for liq-
uidation or reliquidation under subsection 1102(b) must be filed
with the Customs Service within 180 days after the enactment of
this Act. Such requests must contain sufficient information to en-
able the Customs Service to locate the entry or to reconstruct the
entry if it cannot be located.

3. Subtitle C—Legislation Authorizing the United States-Caribbean
Basin Trade Enhancement Act

Subtitle C authorizes the grant of additional trade preferences
available under the United States-Caribbean Basin Trade En-
hancement Act as described below.

A. BACKGROUND

Congress enacted the Caribbean Basin Economic Recovery Act
(‘‘CBERA’’) in 1983 to respond to an economic crisis in Central
America and the Caribbean. The principal U.S. response to that
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crisis under CBERA was a broad grant of unilateral tariff pref-
erences to qualifying beneficiary countries.

In order to qualify, the beneficiary country had to request the op-
portunity to participate. The President then determined whether
the country was eligible based on a variety of factors, including,
among others, the country’s commitment to afford the United
States equitable and reasonable market access, the country’s par-
ticipation (at the time) in the General Agreement on Tariffs and
Trade (GATT), its willingness to accept subsidy disciplines, the ex-
tent to which the country afforded adequate intellectual property
protection, whether or not the country had taken steps to afford
internationally recognized worker rights, and the extent to which
the country’s economic policies would contribute to the goals of the
Caribbean Basin Initiative, or ‘‘CBI’’ as it is widely known.

The original grant of preferences was limited to a period of 12
years. It covered virtually all trade with the CBI countries with the
exception of textiles and apparel, canned tuna, petroleum and pe-
troleum products, and certain watches and watch parts, handbags,
luggage, flat goods such as wallets, change purses and key and eye-
glass cases, work gloves and leather wearing apparel.

The current CBI beneficiaries include Antigua and Barbuda,
Aruba, Bahamas, Barbados, Belize, Costa Rica, Dominica, Domini-
can Republic, El Salvador, Grenada, Guatemala, Guyana, Haiti,
Honduras, Jamaica, Montserrat, Netherlands Antilles, Nicaragua,
Panama, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the
Grenadines, Trinidad and Tobago, and the British Virgin Islands.

In 1990, Congress passed the Caribbean Basin Economic Recov-
ery Expansion Act of 1990, the so-called ‘‘CBI II.’’ That Act made
the unilateral grant of preferences permanent. It also expanded the
tariff preferences. CBI II permitted the President to proclaim a tar-
iff reduction of 20 percent (but not more than 2.5 percent ad valo-
rem on any article) on tariffs applicable to a subset of the pre-
viously excluded products—handbags, luggage, flat goods, work
gloves, and leather wearing apparel. CBI II also allowed for duty-
free treatment on articles, other than textiles and petroleum-based
products, if made from U.S. fabricated components.

In 1993, the United States, Canada, and Mexico signed the
North American Free Trade Agreement (NAFTA). Among the com-
mitments made by the United States to Mexico were the sharp re-
duction in duties and quantitative limits applicable to products in-
eligible for CBI treatment, including textiles and apparel. This sub-
title is intended to afford CBI beneficiaries treatment akin to that
afforded Mexican products in order to avoid undermining invest-
ment in the Caribbean Basin based on preferences previously avail-
able under the CBI.

Like the CBI II, enacted in 1990, this legislation would expand
the existing CBI by providing for additional tariff preferences on a
number of products not previously covered by the program. Those
benefits, however, are conditioned on the eligible beneficiary coun-
tries’ trade policies, their participation and cooperation in the Free
Trade Area of the Americas (FTAA) or other comparable trade ini-
tiatives, as well as certain non-trade factors provided for in the leg-
islation.
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B. GENERAL DESCRIPTION OF SUBTITLE

What follows is a section-by-section description of the subtitle.

Section 1201. Short title
Section 1201 provides that, if enacted, the measure may be cited

as the ‘‘United States-Caribbean Basin Trade Enhancement Act.’’

Section 1202. Findings and policy
The findings contained in section 1202 set out the underlying ra-

tionale for expansion of the CBI program. The over-arching purpose
of the subtitle is to provide opportunities that will enhance the ben-
eficiary countries’ economic development and integration into the
international trading system, while providing expanded export op-
portunities for U.S. goods as a result of the increased trade and
economic growth that the enhanced CBI program is designed to fos-
ter. The findings underscore that point, as well as emphasize the
United States’ commitment to encouraging the development of
strong democratic governments and revitalized economies through-
out the region.

The policy provisions of section 1202 reflect the policy of the
United States to encourage CBI beneficiaries to become a party to
the FTAA or a comparable trade agreement at the earliest possible
date. The provisions make the preferences afforded under this sub-
title expressly contingent on a CBI beneficiary country’s willing-
ness to join the United States in those initiatives.

Section 1203. Definitions
Section 1203 provides certain definitions applicable to the provi-

sions of the Subtitle, including definitions of ‘‘beneficiary country,’’
‘‘CBTEA,’’ ‘‘NAFTA,’’ ‘‘NAFTA country,’’ ‘‘WTO,’’ and ‘‘WTO mem-
ber.’’

Section 1204. Temporary provisions to provide additional trade ben-
efits to certain beneficiary countries

This section amends subsection 213(b) of the CBERA to provide
a tariff preference to imports from the Caribbean Basin of products
previously excluded from the CBI, including certain textile and ap-
parel products, footwear, canned tuna, petroleum and derivatives,
watches and watch parts. This legislation would establish a ‘‘tran-
sition period’’ of three years (from January 1, 1999 through Decem-
ber 31, 2001) during which additional tariff preferences could be
made available on certain of those items.

Eligibility for the program is left in the discretion of the Presi-
dent, but the proposal would provide very specific guidance as to
the criteria the President should apply in making that determina-
tion. The starting point under this subtitle is compliance with the
eligibility criteria set out in the original CBERA. This subtitle
would add certain trade-related criteria, such as the extent to
which the beneficiary country fully implements the various Uru-
guay Round agreements, whether the beneficiary country affords
adequate intellectual property protection and protection to U.S. in-
vestors, and the extent to which the country applies internationally
accepted rules on government procurement and customs valuation.
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This section also adds other criteria that reflect important U.S.
initiatives. They include, among others, the extent to which the
country has become a party to and implements the Inter-American
Convention Against Corruption, is or becomes a party to a conven-
tion regarding the extradition of its nationals, satisfies the criteria
for counter-narcotics certification under section 490 of the Foreign
Assistance Act of 1961, and provides internationally recognized
worker rights.

Section 1204 imposes two reporting requirements. The first
obliges the President to report at the outset of the program and at
the end of the three-year transition period on the performance of
each beneficiary country in meeting the applicable criteria. Before
submitting such report, the United States Trade Representative
(USTR) must seek public comment. The second reporting require-
ment obliges the United States International Trade Commission to
assess the impact of the various CBI programs on U.S. industries
and consumers.

The preferences offered under this subtitle are divided between
those made available for imports of certain textile and apparel
products and those available for all other products covered by the
legislation.

Textiles
With respect to textiles, this legislation adopts an approach con-

sistent with that of the CBI II, one that will both provide expanded
benefits to the CBI beneficiaries’ apparel industry while affording
new opportunities for U.S. textile, yarn, and thread producers. Sec-
tion 1204 would extend immediate duty-free and quota-free treat-
ment to the following products:

(1) Apparel articles assembled in an eligible CBI beneficiary
country from U.S. fabrics wholly formed from U.S. yarns and
cut in the United States that would enter the United States
under HTS subheading 9802.00.80 (a provision that otherwise
allows an importer to pay duty solely on the value-added
abroad when U.S. components are shipped abroad for assembly
and re-imported into the United States);

(2) Apparel articles entered under chapters 61 and 62 of the
HTS that would have qualified for HTS 9802.00.80 treatment
but for the fact that the articles were subjected to certain types
of washing and finishing;

(3) Apparel articles cut and assembled in the eligible CBI
country from U.S. fabric formed from U.S. yarn and sewn in
such country with U.S. thread;

(4) Handloomed, handmade and folklore articles originating
in the CBI beneficiary country;

(5) Textile luggage assembled in an eligible CBI beneficiary
country from U.S. fabrics wholly formed from U.S. yarns and
cut in the United States that would enter the United States
under HTS subheading 9802.00.80; and

(6) Textile luggage cut and assembled in the eligible CBI
beneficiary country from U.S. fabric formed from U.S. yarn and
sewn in such country with U.S. thread.

With respect to handloomed, handmade, and folkloric items, sec-
tion 1204 provides that the President, in consultation with the rel-
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evant beneficiary country, will determine which, if any, particular
textile and apparel articles are to be treated as handloomed, hand-
made or folklore goods eligible for trade preferences under this pro-
gram. The Committee expects that only genuinely handcrafted arti-
cles, normally produced in limited quantities, will be designated as
eligible; this provision is not intended to benefit large-scale, indus-
trial production of textile or apparel articles.

As regards textile luggage, the Committee intends that the pro-
gram cover items covered by two HTS categories. The program
would cover luggage made of textile materials identified in head-
ings 4202.12 and 4202.92 of the HTS.

The Committee intends that the new program of textile and ap-
parel benefits will be administered in a manner consistent with the
regulations that currently apply under the ‘‘Special Access Pro-
gram’’ for textile and apparel articles from Caribbean and Andean
Trade Preference Act countries, as described in 63 Fed. Reg. 16474-
16476 (April 3, 1998). Thus, the requirement that products must be
assembled from fabric formed in the United States applies to all
textile components of the assembled products, including linings and
pocketing, subject to the exceptions that currently apply under the
‘‘Special Access Program.’’

Section 1204 would allow for the snapback of the tariff pref-
erences provided under this section in the event of surges in im-
ports that could cause serious damage to the U.S. industry produc-
ing a like product in the United States. To ensure that the pref-
erences made available under this subtitle do not lead to the trans-
shipment of textile and apparel products from other countries
where the goods would be subject to U.S. quotas, this section in-
cludes two provisions penalizing such actions.

First, it would penalize exporters found, on the basis of sufficient
evidence, to have engaged in transshipment—all benefits under the
CBERA program would be denied for a period of two years. Second,
any country that was found, on the basis of sufficient evidence, to
have failed to take action to prevent transshipment after a specific
request for assistance in that regard from the President would
have its exports reduced by three times the quantities found to
have been transshipped. The Committee intends the ‘‘sufficient evi-
dence’’ standard used here to be the same as that applied under
Article 5:4 of the Agreement on Textiles and Clothing administered
by the World Trade Organization (WTO).

Other products
On all other products covered by this subtitle (footwear, canned

tuna, petroleum and derivatives, and watches and watch parts, and
certain leather goods), the program would provide an immediate re-
duction in tariffs equal to 50 percent of the preference Mexican
products enjoy under NAFTA relative to imports of the same arti-
cles from CBI beneficiaries. In other words, the applicable duty
paid by importers on such goods would be equal to the duty appli-
cable to the same good if entered from Mexico, plus one-half of the
difference between the duty rate afforded Mexico on that product
and the duty rate that would otherwise apply to the product if im-
ported from the CBI beneficiary country but for the enactment of
this subtitle.



16

This legislation allows for additional reductions over the duration
of the program if the President determines that eligible CBI bene-
ficiary countries are making progress toward fulfilling the criteria
set out in the eligibility criteria set out in this subtitle.

In order for their products to qualify for the preferences afforded
under this subtitle, whether applied to textiles and apparel or
other products, the beneficiary country must comply with customs
procedures equivalent to those required under the NAFTA.

Section 1205. Adequate and effective protection for intellectual prop-
erty rights

Section 1205 of this subtitle clarifies that, for purposes of assess-
ing whether a CBI beneficiary is offering adequate intellectual
property protection, compliance with the WTO Agreement on
Trade-Related Aspects of Intellectual Property Rights is not deter-
minative.

B. TITLE II—LEGISLATION TO EXTEND TARIFF PROCLAMATION AU-
THORITY AND FAST TRACK PROCEDURES FOR CONGRESSIONAL CON-
SIDERATION OF TRADE AGREEMENTS

Title II extends tariff proclamation authority and fast track pro-
cedures for congressional consideration of trade agreements. Title
II incorporates the provisions of S. 1216, the Reciprocal Trade
Agreements Act of 1997 as reported by the Senate Committee on
Finance on October 8, 1997 with a few minor modifications.

1. Background

Article I, section 8, clause 2 of the Constitution delegates the
power to regulate foreign commerce to Congress. Congress has his-
torically exercised that power through legislation regulating im-
ports of goods, services, and investment into the United States.

Beginning with the Reciprocal Trade Agreements Act of 1934,
however, Congress introduced a new means of addressing the
changing needs of American trade policy. Congress delegated au-
thority to the President to proclaim changes in U.S. tariffs, within
prescribed limits, based on the results of mutually beneficial trade
agreements concluded with our foreign trading partners. Congress
set the overall objectives of the negotiation, but offered the Presi-
dent and our trading partners the assurance that, if the agreement
reached was consistent with the objectives and conditions set by
Congress, the agreement would be implemented in U.S. law.

With the progress of the Trade Agreements Program initiated by
Secretary of State Cordell Hull (a former member of the Finance
Committee) under the authority of the 1934 Act and of later rounds
of multilateral negotiations within the framework of the General
Agreement on Tariffs and Trade (GATT), U.S. negotiators achieved
significant reductions in tariffs abroad. Those agreements called for
significant reductions in U.S. tariffs as well. As tariff levels fell,
particularly after the Kennedy Round of tariff negotiations con-
cluded in 1967, it became clear that future rounds of trade talks
would focus on the panoply of non-tariff measures that our trading
partners used to bar or inhibit U.S. exports from reaching their
markets.
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That, in turn, posed a problem in terms of the implementation
of any agreement that called for a reciprocal reduction in U.S. non-
tariff measures limiting imports of foreign goods, services, and in-
vestment. In this Committee’s view then and now, Congress could
not, consistent with its constitutional responsibilities, delegate au-
thority to the President to revise U.S. domestic law by proclama-
tion in the manner it had delegated the authority to proclaim
changes in tariffs. At the same time, Congress recognized that the
President, as a practical matter, might be unable to conclude fu-
ture trade agreements unless he could assure our trading partners
that the agreement would not be amended by Congress after the
fact.

In order to overcome that problem, Congress introduced what
have become known as the ‘‘fast track’’ procedures for implement-
ing trade agreements in the Trade Act of 1974. The procedures, re-
ferred to in the Committee’s bill as the ‘‘trade agreement approval
procedures,’’ were designed to preserve Congress’ constitutional
role in the regulation of foreign commerce, while offering the Presi-
dent and our trading partners the assurance that a trade agree-
ment requiring changes in U.S. law would receive an up-or-down
vote within a time certain when brought before Congress.

Consistent with the approach of the Reciprocal Trade Agree-
ments Act of 1934, Congress set the President’s negotiating objec-
tives. The President was then obliged to notify Congress prior to
entry into any trade agreement, consult on the nature and scope
of the accord, and submit the President’s findings as to how the
pact met the objectives set by Congress, together with legislation
needed to implement the agreement in U.S. law.

Congress has preserved that basic structure each time it has re-
newed the trade agreement approval procedures. The procedures
were renewed once for eight years by the Trade Agreements Act of
1979, and a second time for five years in the Omnibus Trade and
Competitiveness Act of 1988. The authority granted by the 1988
Act was extended in 1993 for an additional six months in order to
complete the Uruguay Round of multilateral trade negotiations. It
has not been renewed since.

The fast track authority has been used on five occasions. Con-
gress used the fast track procedures to implement the Tokyo and
Uruguay Rounds of GATT multilateral trade negotiations, in 1979
and 1994 respectively. Congress also relied on the fast track to im-
plement free trade accords with Israel in 1985 and Canada in 1988,
and to implement the North American Free Trade Agreement
(NAFTA) in 1993.

The Reciprocal Trade Agreements Act of 1998 would retain the
same basic structure and authority for the President contained in
prior extensions of the trade agreement approval procedures. It
would, however, make several important changes designed to reem-
phasize the original purpose of the authority—the reduction of
trade barriers and the expansion of market access for U.S. ex-
ports—as well as strengthen Congress’ role in and oversight of the
process.

The motivation and intent behind those changes is to restore the
trade agreement approval procedures to their intended role. Those
procedures were not designed and were never intended to provide
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a means to revise the fundamental objectives and contours of U.S.
domestic law. Rather, the procedures are designed to implement
changes in U.S. law necessary to conform to our obligations under
a trade agreement.

Prior law allowed provisions in implementing legislation that
were ‘‘necessary or appropriate’’ to the approval of the agreement
or its implementation in U.S. law. Title II of the Committee’s bill
would clarify that the trade agreement approval procedures are
available only to those measures necessary to approve and imple-
ment a trade agreement and those traded-related measures that
are otherwise related to the implementation, enforcement, or ad-
justment to the effects of such agreement. Those measures would
include such items as amendments to the unfair trade laws needed
to ensure that U.S. goods and services do not face unfair competi-
tion from imports and implementation of the Trade Adjustment As-
sistance programs reauthorized elsewhere in this legislation.

The Committee is confident that the framework established by
the Reciprocal Trade Agreements Act of 1998 lays the proper foun-
dation for the limited purpose the trade agreement approval proce-
dures were originally designed to serve. The Act sets out specific
negotiating objectives that the Committee expects the President to
pursue with our trading partners. The Act strengthens existing no-
tice and consultation requirements by mandating comprehensive
consultations at the outset and at every succeeding stage of the ne-
gotiations. The Act provides a process by which Congress may dis-
approve of new negotiations that might otherwise be eligible for im-
plementation under the fast track procedures. Finally, the Act lim-
its the application of the fast track procedures to agreements that
achieve one or more of the negotiating objectives set by Congress
and those provisions that are directly related to trade and other-
wise related to the implementation, enforcement and adjustment to
the effects of any such accord.

The Reciprocal Trade Agreements Act of 1998 grants the Presi-
dent the authority he needs to offer the international leadership
only America can provide on trade. At the same time, it assures
that the trade agreement approval procedures will be used as origi-
nally intended: as a tool to assist in the reduction of barriers to
U.S. trade.

2. Summary of Title

The legislation is divided into ten sections. Apart from section
2001, which provides a short title for this title, the provisions fall
into three categories.

Sections 2002 and 2003 address the nature, purpose, and scope
of the authority granted in this bill. Section 2002 sets out the pur-
poses for which the implementing procedures in section 2003 are
provided, specifies the principal trade negotiating objectives on
which Congress expects the President to focus in future trade nego-
tiations for which such procedures may be used, and identifies com-
plementary international economic objectives that would reinforce
the trade negotiations process.

Section 2003 includes two separate implementing procedures, one
allowing the President to proclaim changes in U.S. tariffs resulting
from trade agreements reached with our foreign trading partners,
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and another establishing a set of trade agreement approval proce-
dures for congressional review of implementing legislation needed
to make changes in U.S. law other than tariff changes (i.e., the fast
track). Section 2003 also defines what types of measures would
qualify for expedited congressional review.

Sections 2004 and 2005 contain the procedural aspects of the
measure, including those provisions intended to strengthen Con-
gress’ role in and oversight of the trade negotiations process. Sec-
tion 2004 sets out the notice and consultation requirements, which
require the President to notify the Congress of the initiation of ne-
gotiations and the potential entry into an agreement and obligate
the President to consult at every stage of the process. Section 2005
sets out the implementing procedures themselves, including provi-
sions allowing for congressional disapproval of negotiations under
certain circumstances.

Sections 2006 through 2008 set out various provisions that are
integral to the operation of the legislation or reinforce the principal
purpose of this title. Those include the waiver of notice require-
ments for negotiations already under way, as well as definitions
and conforming amendments.

3. General Description of Title

What follows is a section-by-section description of the title.

Section 2001. Short title
Section 2001 provides that, if enacted, the measure would be

cited as the ‘‘Reciprocal Trade Agreements Act of 1998.’’

Section 2002. Trade negotiating objectives of the United States
Section 2002, which sets out the trade negotiating objectives of

the United States, is divided into three parts—a statement of pur-
poses, the trade negotiating objectives themselves, and a com-
plementary set of economic policy objectives designed to reinforce
the trade agreements process.

(i) Statement of purposes
Subsection 2002(a), the Statement of Purposes, provides the un-

derlying rationale for which Congress grants access to the trade
agreement approval procedures—expanding U.S. access to foreign
markets, reducing barriers to trade, creating more effective inter-
national trade rules, and promoting economic growth, higher living
standards and full employment in the United States, as well as
economic growth and development among our trading partners that
will lead to expanding markets for U.S. goods, services, and invest-
ments.

(ii) Principal trade negotiating objectives
Subsection 2002(b), the Principal Trade Negotiating Objectives,

identifies the specific sectors and practices on which Congress ex-
pects U.S. negotiators to focus in their use of the authority pro-
vided to the President. The provision links access to the trade
agreement approval procedures to agreements fulfilling one or
more of the enumerated objectives.
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While the Principal Trade Negotiating Objectives are largely self-
explanatory, several deserve some additional comment. They in-
clude—

Trade in Goods: The provision clarifies that the principal objec-
tive of the United States with respect to trade in goods is reducing
barriers to U.S. exports. The provision cites three specific exam-
ples: (1) the elimination of disparities between higher foreign and
lower U.S. tariffs left over from previous rounds of multilateral tar-
iff negotiations, (2) the elimination of those tariff and nontariff
measures identified in the United States Trade Representative’s
(USTR) annual trade barriers study produced under section 181 of
the Trade Act of 1974, and (3) the elimination of tariffs on those
items specifically identified in section 111(b) of the Uruguay Round
Agreements Act and the related Statement of Administrative Ac-
tion as targets for the reciprocal elimination of tariffs on a tariff
category-by-tariff category basis.

By specifying those examples, the Committee intends to provide
particular focus to the President’s efforts. They are not meant as
a limit on the products or sectors covered by the negotiating objec-
tive. Rather, the Committee expects that the President will use the
authority broadly to address all barriers that inhibit U.S. merchan-
dise exports, including the barriers to be addressed in extended ne-
gotiations under World Trade Organization (WTO) auspices called
for by section 135 of the Uruguay Round Agreements Act and the
related Statement of Administrative Action on trade in civil air-
craft.

Trade in Services: The principal negotiating objective on trade in
services reinforces the Congress’ direction to the President con-
tained in prior law to expand access to foreign markets for U.S.
service providers. The provision extends guidance for negotiators
from prior law regarding U.S. domestic policy objectives in various
areas, including health, safety, national security, environmental
protection, consumer protection, and employment, but makes clear
that the guidance should not be construed as authority to modify
U.S. law related to those domestic policy objectives.

The Committee recognizes that the Uruguay Round represents a
significant step toward achieving the goals set out both here and
in prior law. The Committee retained the objective in order to un-
derscore the need to expand the coverage of and participation in
agreements reached in the Uruguay Round, to complete the nego-
tiations called for in those agreements, and to encourage continu-
ing bilateral efforts to eliminate barriers to U.S. service providers.
With respect to future services agreements under the WTO, the
Committee reemphasizes its expectation that the President shall
agree solely to those arrangements benefiting U.S. interests on a
mutual and reciprocal basis.

Investment: The principal negotiating objective with respect to
foreign investment is the reduction of barriers to U.S. investment
and the establishment of effective means for the equitable resolu-
tion of investment disputes. The guidance from prior law with re-
spect to domestic policy objectives is extended here as well, along
with the proviso noted above that the guidance should not be con-
strued as authority to modify U.S. law.
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Intellectual Property: The Committee intends to ensure that in-
tellectual property protection, given its importance to the future of
the U.S. economy and the ability of American firms to compete
globally, remains a trade policy priority. As a consequence, the
principal negotiating objective of the United States with respect to
intellectual property protection continues to focus on the enactment
and enforcement of adequate intellectual property protection
abroad.

The surest route to that goal is the full implementation of the
Uruguay Round Agreement on Trade-Related Aspects of Intellec-
tual Property Rights (TRIPS). The full benefit of the TRIPS agree-
ment has been delayed by the lengthy transition periods allowed
for under that accord. The Committee expects that the President
will use both the WTO and trade negotiations in other fora to ac-
celerate the full implementation of those rules.

The Committee views Chapter 17 of the NAFTA as the baseline
for future negotiations on intellectual property protection. The
Committee expects future agreements, whether concluded in the
WTO or in other contexts, to contain intellectual property protec-
tion at least as strong as that of NAFTA.

Along with the rights themselves, holders of intellectual property
rights need access to effective enforcement mechanisms to ensure
that other private parties do not violate the rights that accrue
under domestic law. The provisions of the bill with respect to en-
forcement mechanisms are not intended to prejudge the nature of
those mechanisms or the sanctions, whether civil or criminal, that
might apply as a result of an infringement. The objective is to en-
sure that the means are available, however designed, to ensure
that U.S. holders of intellectual property rights can enforce those
rights against infringing parties.

The objective reflected in the Act is designed to ensure the fullest
possible protection for U.S. holders of intellectual property rights
as those rights relate to international trade in goods and services
and to international investment. Nothing in the Act should be con-
strued to imply endorsement of agreements or conventions arising
in contexts other than international trade which may serve to limit
such rights through compulsory licensing or other methods.

Agriculture: Despite the accomplishments of the Uruguay Round
Agreement on Agriculture, the agricultural sector remains blighted
by the trade distorting policies of foreign governments. The over-
arching goal of U.S. negotiators should continue to be achieving
more open and fair conditions of trade by reducing barriers to trade
in agricultural products. In the Committee’s view, that means such
actions as eliminating trade distorting practices of state trading en-
terprises (particularly those that limit price transparency) and ad-
dressing a variety of other market distorting practices that unfairly
decrease U.S. market access opportunities.

The Committee also expects that the President will address the
proliferation of regulatory and commercial practices affecting new
technologies. In practical terms, that means eliminating discrimi-
natory standards or labeling requirements that unfairly bar access
of U.S. farm products to particular markets.

While the primary objective should be expanding the scope of
international disciplines over trade distorting practices in agricul-
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tural markets, the Committee expects that the President will focus
on improving existing arrangements as well. That means ensuring
the enforcement of the rules that do exist and addressing particu-
lar issues, such as the lack of adequate safeguards under existing
rules for domestic producers of seasonal and perishable agricultural
products due to the nature of their product.

Unfair Trade Practices: The principal objective of the United
States with respect to unfair trade practices is intentionally out-
ward-looking. The Committee intends the focus of U.S. negotiators
to be the elimination of the unfair trade practices abroad, not
changes in or weakening of U.S. law at home. The goal should be
to enhance existing international disciplines against unfair trade
practices such as dumping and trade-distorting subsidies and en-
suring the aggressive enforcement of those disciplines through the
WTO agreements or any other trade agreement the President may
conclude under the authority granted by this legislation.

Over the nearly six decades in which the Trade Agreements Pro-
gram has been in place, the United States has seen a dramatic ex-
pansion of trade and a larger than ever percentage of the U.S.
economy is affected by imports and exports. The core purpose of the
unfair trade laws is to ensure that, in the process of liberalizing
trade between the United States and its trading partners, the
United States retains the ability to deter unfair import competition
in its home market. As a consequence, the Committee does not in-
tend that the authority granted in this Act be used to weaken the
ability of U.S. unfair trade laws to deter such practices. The Com-
mittee expects the President to consult closely on the issue of the
review of administrative determinations under the unfair trade
laws in future trade agreements.

Improvement of the WTO and Multilateral Trade Agreements: In
the Committee’s view, the work within the WTO is far from com-
plete despite the progress made in the Uruguay Round. Expanding
the coverage of and participation in the WTO agreements is of
paramount importance. The Committee expects further attention to
compliance with existing agreements in order to ensure that the
United States receives the full benefit of the underlying bargain it
struck in supporting the creation of the WTO and in negotiating
the various WTO agreements.

The Committee wants to ensure that U.S. negotiators adopt a
similar approach to any other existing multilateral accords or any
they may negotiate in the future. It is just as important to seek
constant improvement in the existing framework of our trading ar-
rangements as it is to negotiate new ones. Support for future trade-
liberalizing agreements depends on adequately addressing prob-
lems with the function of existing arrangements.

Dispute Settlement: The basic objective of the United States in
the area of dispute settlement remains the same: ensuring the ef-
fectiveness of trade dispute settlement procedures for the enforce-
ment of U.S. rights, particularly within the WTO. Absent the effec-
tive enforcement of U.S. rights, international trade agreements are
meaningless. The Committee encourages the President to consult
closely on the means for enforcing U.S. trade agreements, whether
in regard to changes in existing law or the resources dedicated to
enforcement and compliance.
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Transparency: The Committee recognizes that, absent access to
foreign trade laws, regulations, and administrative proceedings,
U.S. exporters, service providers, or investors have no means of en-
suring that they are receiving the market access that the letter of
our trade agreements provide. Similarly, absent an understanding
of the processes of international institutions like the WTO, it is dif-
ficult for the public to see how U.S. interests are being protected
(e.g., whether the United States has received a fair hearing on its
trade complaints and the benefit of its bargain in the implementa-
tion of any trade agreement). Accordingly, the Committee expects
the President to ensure that trade laws, regulations, and processes
among our trading partners, and dispute settlement processes
within international institutions like the WTO, provide for appro-
priate public access.

Regulatory Competition: Successive rounds of multilateral trade
negotiations and bilateral accords with Israel, Canada, and Mexico
have gradually reduced or eliminated tariffs and other border
measures used by governments to deter competition and inter-
national trade. That raises the risk (already evident in certain sec-
tors such as agriculture) that governments will increasingly rely on
government regulation as a means of discriminating against U.S.
goods, services, and investment.

Such practices can take the form of direct limits on commerce,
such as limits on distribution and retail sales, or the toleration of
anticompetitive practices which otherwise hinder the sale of U.S.
exports in particular markets. Such practices can also involve less
direct means by foreign governments to afford a commercial advan-
tage to their domestic producers, service providers, or investors,
such as the use of health, safety, labor and environmental stand-
ards to discriminate in favor of domestically produced goods or low-
ering of or derogating from such standards in order to attract in-
vestment or inhibit U.S. exports.

Like the Act’s treatment of unfair trade practices discussed
above, the negotiating objective in this context is consciously out-
ward-looking. The Committee intends that the provisions be used
to address foreign government practices that discriminate against
U.S. goods, services, and investment abroad or lower or derogate
from existing health, safety, labor, environmental or other regu-
latory standards to attract investment or inhibit exports.

With respect to foreign government practices designed to attract
investment or inhibit U.S. exports through the lowering of or dero-
gating from such standards, the Committee emphasizes that the
negotiating objective should not be construed to permit the inclu-
sion of any provision in an implementing bill submitted under the
trade agreement approval procedures set out in subsection 2003(b)
of the Act, or in any agreement that would be the subject of an im-
plementing bill submitted under those procedures, that would re-
strict the autonomy of the United States in those areas. Such pro-
vision should not be construed to call for negotiation of agreements
providing for international enforcement of or changes to U.S.
health, safety, labor or environmental standards. Nor would that
provision authorize the imposition of any limit on the sovereign
right of individual U.S. states to establish their own levels of
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health, safety, labor, environmental, land use, tax, or other regu-
latory standards as they deem appropriate.

(iii) International economic policy objectives designed to rein-
force the trade agreements process

Recent events have underscored the fact that trade negotiations
and trade agreements do not operate in a vacuum. Subsection
2002(c) establishes international economic policy objectives that
would reinforce the trade negotiations process. Those objectives
would, for example, include: (1) work within international mone-
tary institutions to encourage currency stability and coordination
between trade and monetary institutions, (2) efforts in inter-
national contexts other than the WTO TRIPS agreement to
strengthen standards for protection of intellectual property rights,
(3) the promotion of respect for workers’ rights, such as use of the
ILO to monitor its members’ adherence to certain accepted labor
standards (e.g., the prohibition on exploitative child labor), and (4)
expanding trade to ensure the optimal use of the world’s resources,
while seeking to protect and preserve the environment and to en-
hance the international means for doing so. The provision makes
clear, however, that subsection 2002(c) does not authorize the use
of the trade agreement approval procedures (i.e., the fast track) to
modify U.S. law.

As the Committee has in prior law, the Act highlights the link
between international trade and monetary policies. Recent events
have underscored the need to promote policies among our trading
partners that encourage stability in international currency mar-
kets. The Committee recognizes that significant shifts in exchange
rates result from domestic economic policies, not trade agreements
negotiated under authority of the sort granted in this Act. Nonethe-
less, such shifts can have a dramatic impact on the trade opportu-
nities available to U.S. producers, service providers, and investors
that trade agreements are otherwise designed to provide. The pur-
pose of the provisions on currency stability reported by the Com-
mittee is simply to encourage U.S. efforts bilaterally and multilat-
erally through the appropriate international monetary institutions
to help protect against the adverse consequences of excessive cur-
rency movements. It is the Committee’s expectation that the Presi-
dent will consult on an ongoing basis regarding such matters as
they relate to trade.

The Committee also wants to emphasize its recognition of the
fact that, in the context of intellectual property protection, the
WTO TRIPS agreement is not the only international forum in
which the United States should pursue its goal of providing ade-
quate and effective protection for U.S. holders of intellectual prop-
erty rights. The Committee wants to encourage progress in other
contexts, such as the World Intellectual Property Organization, the
Paris, Rome, and Berne Conventions, and the Treaty on Intellec-
tual Property in Respect of Integrated Circuits, that would com-
plement the efforts of the United States within the WTO, the
TRIPS agreement, and the intellectual property provisions of other
international trade agreements.

As held true for the specific negotiating objective on intellectual
property rights contained in subsection 2002(b) discussed above,
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the goal should be to afford the broadest protection possible for
U.S. holders of intellectual property rights. Accordingly, nothing in
the broader economic policy objective of subsection 2002(c) on intel-
lectual property should be construed to imply endorsement of any
accord reached in other contexts that would limit such rights by
compulsory licensing requirements or other means.

The provisions on worker rights and the environment are in-
tended to encourage the President, outside of the context of trade
agreements subject to fast track approval, to develop initiatives
that would complement the agenda that the Committee’s bill would
establish for future trade negotiations. The examples cited with re-
spect to worker rights are not intended to be exhaustive; rather,
they are intended to identify two means by which the President
might pursue complementary policies in the context of worker
rights. The provision on the environment acknowledges the role
that appropriate agreements between governments on the environ-
ment can play in protecting against environmental damage or en-
couraging conservation, such as agreements on international trade
in endangered species, while at the same time ensuring that due
weight is given to the valuable role trade can play in conservation
efforts by ensuring the optimal use of the world’s resources.

Section 2003. Trade agreement negotiating authority
Section 2003 contains two different procedures for implementing

trade agreements—one for implementing the results of tariff nego-
tiations and one for implementing the results of trade agreements
that require other changes in U.S. law.

The first of those two, commonly referred to as ‘‘tariff proclama-
tion authority,’’ permits the President to ‘‘proclaim’’ the results of
tariff negotiations directly into U.S. law without further review by
Congress. The second set of procedures, designed for changes in
U.S. law not covered by tariff proclamation authority, represents
what are referred to in the Act as the ‘‘trade agreement approval
procedures,’’ but are commonly referred to as the ‘‘fast track.’’
Those procedures apply to all changes in U.S. law required to im-
plement the agreement other than the tariff modifications pro-
claimed by the President.

(i) Agreements regarding tariff barriers
Tariff negotiating authority contained in subsection 2003(a)

tracks prior grants of negotiating authority contained in every ex-
tension of tariff negotiating authority since the Reciprocal Trade
Agreements Act of 1934. It authorizes the President to modify U.S.
duties resulting from any trade agreement reached with our foreign
trading partners before October 1, 2001. The provision would allow
for a single extension until October 1, 2005 under the procedures
set out in subsection 2003(c).

Subsection 2003(a) imposes various limits on the President’s tar-
iff proclamation authority. It limits the maximum amount by which
the President can cut any individual tariff (for U.S. tariffs over 5
percent, the President can cut the tariff by no more than half) and
the aggregate reduction that can go into effect in any given year.
Tariff cuts may be ‘‘staged’’ or phased-in over a maximum ten-year
period. The provision includes rules on rounding to ensure the ad-
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ministrability of the staged tariff cuts provided for under sub-
section 2003(a).

Subsection 2003(a) also provides a new grant of tariff proclama-
tion authority that would, notwithstanding the limitations noted
above, authorize the President to eliminate or harmonize all tariffs
on certain articles for which members of the affected U.S. industry
have requested so-called ‘‘zero-for-zero’’ negotiations or tariff har-
monization. Under subsection 2003(a), such negotiations must re-
sult in the reciprocal elimination or harmonization of duties within
the same tariff categories.

The new tariff authority would be subject to the notice and con-
sultation requirements applicable to agreements that would nor-
mally be subject to consideration under the separate trade agree-
ment approval procedures of subsection 2003(b) (i.e., the fast
track). In particular, the President could use the authority to pro-
claim changes only in those tariff categories for which the Presi-
dent had provided notice to Congress before initiating the negotia-
tions or those that are authorized by section 2006 of this title.

Any tariff agreement negotiated under paragraph (6) of sub-
section 2003(a) would also be subject to the consultation and lay-
over requirements set out in section 115 of the Uruguay Round
Agreements Act, which ensure additional congressional and private
sector input and review by the United States International Trade
Commission (ITC) before the changes go into effect. The authority
is, in addition, circumscribed by the requirements that all such ne-
gotiations take place in the context of the WTO or as an interim
step toward a free trade agreement.

The Committee underscores its understanding that the new au-
thority granted in paragraph (6) of subsection 2003(a) will only be
used to the extent requested by industry. The President shall take
into account the ongoing competitive conditions facing particular
domestic products, the extent to which they have faced or continue
to face foreign unfair or trade distorting practices, and the extent
to which sectors producing such products are currently adjusting to
changes in competitive conditions resulting from prior tariff or non-
tariff agreements (e.g., agricultural products, particularly perish-
ables, citrus fruit, and fruit juices).

(ii) Agreements regarding tariff and non-tariff barriers
The Act provides a single track for implementing any changes in

U.S. law (other than those subject to the President’s tariff procla-
mation authority) required by a trade agreement negotiated by the
President pursuant to the conditions set out in the Committee’s
bill, and then applies a common set of implementing procedures to
all such agreements. The Act provides for an initial grant of au-
thority through October 1, 2001, with the possibility of an exten-
sion of the procedures until October 1, 2005, as provided for in sub-
section 2003(c).

The Act imposes several conditions on access to the trade agree-
ment approval procedures. First, consistent with every grant of
trade negotiating authority since 1974, the agreement must be one
that reduces foreign trade barriers. Agreements that do not fulfill
that basic condition, such as arrangements in other areas that
might refer to trade incidentally as an enforcement mechanism,
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would not qualify under this provision because their only potential
impact would be trade restrictive.

Second, access to the fast track is tied directly to fulfillment of
the principal trade negotiating objectives set out in subsection
2002(b). An agreement, and its implementing legislation, would
qualify for fast track only when it made progress toward fulfilling
one or more of the principal negotiating objectives set out in that
subsection.

Third, before an agreement and its implementing legislation
would qualify for the trade agreement approval procedures, the
President would have to have satisfied the notice and consultation
provision of section 2004 of the Act. Thus, the President would
have had to have provided notice and consulted with Congress and
the appropriate industry sector advisory groups prior to initiating
the talks as to their scope, and have consulted with Congress at
every stage of the negotiations (including immediately prior to ini-
tialing any accord) in order to gain access to the trade agreement
approval procedures.

Fourth, subsection 2003(a) would limit access to the trade agree-
ment approval procedures solely to those provisions of the imple-
menting legislation that are (1) required to approve an agreement
that achieves one or more of the principal negotiating objectives
and any related statement of administrative action; (2) necessary
to implement such agreement; (3) otherwise related to the imple-
mentation, enforcement, or adjustment to the effects of such trade
agreement and are directly related to trade; or (4) needed to comply
with the Balanced Budget and Emergency Deficit Control Act of
1985.

In that regard, the Committee intends that the language allow
solely for those trade-related items that have traditionally been a
part of the implementation, enforcement or adjustment to new com-
petitive conditions created by trade agreements. Those include, for
example, trade adjustment assistance, provisions of the U.S. unfair
trade laws (including the antidumping and countervailing duty
laws and the provisions of section 337 of the Tariff Act of 1930),
and congressional guidance on future negotiations. The language
would also cover those items necessary to define or clarify the rela-
tionship between the agreement and U.S. law, such as provisions
defining the relationship between federal and state law, preclusion
of private rights of action based on the agreement itself, judicial
procedures, or the establishment of administrative, consulting, or
reporting mechanisms to carry out U.S. obligations under the
agreement.

(iii) Extension procedures
Subsection 2003(c) of the Act provides a process for extending

both the tariff proclamation authority of subsection 2003(a) and the
trade agreement approval procedures of subsection 2003(b) that is
consistent with prior law. The President must request the exten-
sion, provide his reasons for that request, along with an expla-
nation of the trade agreements for which he expects to need fast
track authority, and a description of the progress he has made to
date toward achieving the principal negotiating objectives set out
in subsection 2002(b). The President must also notify the Advisory
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Committee for Trade Policy and Negotiations established under
section 135 of the Trade Act of 1974, which then must file its own
report with Congress.

The authority would be extended unless either House of Con-
gress approves a ‘‘resolution of disapproval.’’ Any member of Con-
gress could introduce such a resolution in his or her respective
House of Congress. Such resolutions would be referred, in the Sen-
ate, to the Committee on Finance, and in the House, jointly to the
Committees on Rules and Ways and Means. Floor action on such
resolutions would be out of order unless the resolution had been re-
ported by the aforementioned committees.

Section 2004. Notice and consultations
Section 2004 revises and strengthens the notice and consultation

requirements that had been included in the 1988 Act. The Commit-
tee acknowledges that the Executive Branch, over the course of the
negotiations that were covered by the previous authority, fre-
quently briefed the Committee on the status of trade negotiations.
Although the Committee continues to believe that its Members and
staff should be briefed frequently as trade negotiations progress, it
is the Committee’s view that regular briefings alone are not suffi-
cient to ensure the type of consultation that will guarantee Con-
gress a meaningful role in the trade agreements process.

Accordingly, in addition to the notice and consultation provisions
that had been included in the 1988 Act, section 2004 adds a num-
ber of new requirements to help ensure close coordination and con-
sultation at every stage of the negotiations. The 1988 Act required
the President to provide written notice to this Committee and the
House Ways and Means Committee of bilateral trade agreement
negotiations at least 60 days before providing the required 90-day
notice to the House of Representatives and the Senate of his inten-
tion to enter into a resulting agreement, and to consult with the
two committees regarding such negotiations. Subsection 2004(a) re-
quires the President to provide written notice to the Congress as
a whole of his intention to begin multilateral as well as bilateral
trade negotiations, at least 90 days before so doing. The notice
must specify the date the President intends to begin such negotia-
tions, the specific objectives for the negotiations, and whether the
President intends to negotiate a new agreement or modify an exist-
ing agreement. Failure to provide such notice may trigger the in-
troduction and consideration of a ‘‘procedural disapproval resolu-
tion’’ under the provisions of subsection 2005(b) of this bill, which,
if approved, would deny the use of the trade agreement approval
procedures (i.e., the fast track) for legislation implementing such
an agreement.

Subsection 2004(a) also requires the President to consult with
the Senate Finance and House Ways and Means Committees, as
well with other committees the President deems appropriate, before
and promptly after providing notice of his intention to begin nego-
tiations. The Committee believes that the broadest possible con-
sultation is desirable and that other committees that have an inter-
est in the subject matter of a negotiation are entitled to be heard.
As a consequence, the Committee’s bill also requires the President
to consult with any other committees that request such consulta-
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tions in writing. The bill includes as well the requirement that the
President must consult with appropriate private sector advisory
committees established under section 135 of the Trade Act of 1974
before beginning negotiations. In the view of the Committee, a
mandate for broad consultations will help ensure that all interested
parties are kept fully apprised of proposed negotiations.

Under subsection 2004(b), before entering into a trade agree-
ment, the President is required to consult with the Senate Finance
and House Ways and Means Committees, as well as with other
committees that have jurisdiction over legislation involving subject
matters that would be affected by the trade agreement under nego-
tiation. In addition to the requirements stemming from the 1988
Act—that the consultations must include discussions as to the na-
ture of the agreement and a detailed assessment of how and to
what extent the agreement meets the purposes, policies and objec-
tives set forth in section 2002 of this bill—the consultations must
include a discussion of all matters related to the implementation of
the agreement. These include an assessment as to whether the
agreement includes subject matters that will require implementing
legislation that does not qualify for the fast track procedures au-
thorized by this bill.

To provide an adequate understanding of the context in which
the negotiations will take place, the Committee expects that, with
respect to free trade agreement negotiations, the consultations re-
quired in section 2004 will include an overview of the macro-
economic situations of the countries with which the United States
is proposing to negotiate and any implications for relevant ex-
change rates. The Committee expects the President to keep it ap-
prised of developments in this area as negotiations progress.

In addition, because the Committee is aware that a number of
separate agreements on specific topics were concluded in conjunc-
tion with the implementing legislation for the three agreements
most recently considered under the fast track procedures—the
U.S.-Canada Free Trade Agreement, the NAFTA, and the Uruguay
Round Agreements—the Committee has added a new consultation
requirement: the President must consult with respect to any other
agreement he has entered into or intends to enter into with the
country or countries in question.

The Committee believes that the Congress and the American
public are entitled to know the full range of understandings and
agreements that accompany the formal text of a trade agreement.
The Committee intends that the term ‘‘agreement,’’ as used in this
context, be broadly construed to encompass all kinds of agree-
ments, ranging from formal side agreements entered into pursuant
to the President’s executive power, to exchanges of letters (with the
country or countries in question and with Members of Congress
and other interested parties), to any agreed interpretations of the
provisions of a trade agreement or any other agreement entered
into in conjunction with a trade agreement.

Section 135(e) of the Trade Act of 1974 is amended in sections
2004 and 2007 of this title to require the Advisory Committee for
Trade Policy and Negotiations, appropriate policy advisory commit-
tees, and each sectoral or functional advisory committee affected by
such negotiations to submit a report to the President, the Congress
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and the United States Trade Representative on any trade agree-
ment entered into under the authority provided in subsections
2003(a) or (b) of this title. Such reports are to include an advisory
opinion on whether and the extent to which an agreement pro-
motes the economic interests of the United States and achieves the
applicable purposes and principal negotiating objectives set forth in
section 2002 of this title. The sectoral and functional advisory com-
mittees are to provide advisory opinions as to whether the agree-
ment provides for equity and reciprocity within the sector or within
the functional area.

Under the 1988 Act, the advisory committee reports were re-
quired to be submitted no later than the date on which the Presi-
dent notified the Congress of his intention to enter into an agree-
ment. In recognition of the fact that important terms of trade
agreements often are not determined before the final hours of the
negotiations, the Committee’s six-month extension of the trade
agreement approval procedures for purposes of concluding the Uru-
guay Round negotiations allowed the private sector advisory com-
mittees to file their reports 30 days after the President transmitted
his notification. In the view of the Committee, the 30-day delay
was helpful in that it allowed the advisory committees to factor in
the final terms of the trade agreements in their analysis of the re-
sults. The Committee has adopted that approach in this bill. Advi-
sory committees will be required to submit their reports not more
than 30 days after the President notifies Congress of his intention
to enter into a trade agreement.

Subsection 2004(d) requires the USTR to consult regularly,
promptly, and closely with the congressional advisers for trade pol-
icy and negotiations appointed pursuant to section 161 of the Trade
Act of 1974, as well as with the Senate Finance and House Ways
and Means Committees as a whole, and keep the advisers and com-
mittees fully apprised of the negotiations. As noted above, consulta-
tions should afford Congress a meaningful opportunity to evaluate
the negotiations at their final stages—the point at which key, and
often controversial, matters are resolved. It is the Committee’s
view that comprehensive, detailed consultations are required par-
ticularly at that point.

In that connection, the Committee expects that the USTR will
enter into a formal arrangement, in the form of procedures similar
to that agreed to by the Executive Branch in 1975, that will imple-
ment this section and section 161 of the Trade Act of 1974 in a
manner that will ensure that the advice of the trade advisers and
Committee members will be taken fully into account so that they
may play a meaningful role once negotiations begin, and, in par-
ticular, as they reach a conclusion. In addition, the Committee ex-
pects that the trade advisers, as required by section 161, will be
fully accredited advisers to United States delegations to inter-
national conferences, meetings, and negotiating sessions relating to
all trade agreements.

The Committee expects that the USTR will, consistent with past
practice, commit to a set of procedures for supplying Members and
properly cleared staff with the following documents, whether classi-
fied or unclassified: relevant incoming and outgoing cables, state-
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ments of Executive Branch position, and formal submissions from
the other countries engaged in the negotiations.

In addition, the Committee believes strongly that consultations
must be improved in particular as trade negotiations enter their
final stages. The Committee is aware that, in many cases, impor-
tant and controversial issues often are not settled until the final
hour of negotiations. Although the Committee recognizes that this
is the nature of negotiations, the Committee nonetheless believes
that there should be a mechanism in place for more formalized con-
sultation with Committee Members at this critical stage.

Accordingly, it is the Committee’s expectation that the USTR will
work with Committee Members to develop a set of procedures
whereby the USTR or appropriate staff will brief Committee Mem-
bers and staff on the state of negotiations as they enter their final
days. Committee Members will then have the opportunity to pro-
vide the USTR with their views as to any potential concerns re-
garding the status of the negotiations at that time and possible
trade-offs that are likely to occur in the waning hours.

The Committee recognizes that both the Executive Branch and
the Congress bear the responsibility for ensuring that these con-
sultations are meaningful. Executive Branch negotiators must offer
detailed information in a timely manner; Congressional trade ad-
visers and Committee Members must make themselves available
when the negotiations enter their final stage, and the requirement
to consult is contingent upon such availability.

Subsection 2004(e) also requires the President to request a study
by the International Trade Commission (ITC) of the potential eco-
nomic impact of the proposed agreement at least 90 days before en-
tering into such agreement (the same time that he must notify
Congress of his intent to enter into the agreement). The ITC would
then be required to submit a report to the President and Congress,
within 90 days after the President enters into the agreement, as-
sessing the likely impact of the agreement on the U.S. economy as
a whole and specific industry sectors. The Committee believes that
such a report should provide an objective assessment of the final
results of the negotiations in sufficient time to inform Congress’
consideration of any trade agreement and implementing legislation
submitted under these procedures.

Section 2005. Implementation of trade agreements
Subsection 2005(a) establishes the basic requirements regarding

notification and submission of the agreement and implementing
legislation that must be met before a trade agreement subject to
the trade agreement approval procedures of this bill (i.e., the fast
track procedures) enters into force for the United States. As was
the case in the 1988 Act, the President is required to notify the
House of Representatives and the Senate of his intention to enter
into a trade agreement at least 90 days before doing so, and to pub-
lish promptly in the Federal Register notice of his intention. The
purpose of this advance notification is to give the Congress an op-
portunity to review the outcome of the negotiations and assess, be-
fore the agreement becomes final, whether the objectives set forth
in this Act have been met. The 90-day advance notification is in-
tended to allow sufficient time for the Congress to make its views
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known and, if necessary, for the Executive Branch to seek modifica-
tions to the agreement before the negotiations are formally con-
cluded.

As in the past, the fast track procedures established in this title
do not require the President to submit the agreement and imple-
menting legislation to the Congress within a time certain. The
Committee is of the view, however, that the Congress ought to be
apprised soon after the agreement is entered into of the changes
to U.S. law that will be required in order to implement it. Accord-
ingly, the Committee has added a new provision: within 60 days
after entering into an agreement, the President must submit to the
Congress a description of the changes to U.S. laws that he consid-
ers necessary for the United States to comply with the agreement.

Once the President is ready to send the agreement and proposed
implementing legislation to the Congress, subsection 2005(a) re-
quires, as did the 1988 Act, that the President submit the final
legal text of the agreement, together with a draft of the implement-
ing bill, a statement of the administrative actions that will be pro-
posed to implement the agreement, and additional supporting in-
formation. The supporting information must include: (1) an expla-
nation as to how the implementing bill and proposed administra-
tive action will modify U.S. law; and (2) an assertion that the
agreement makes progress in achieving the objectives of this Act,
setting forth specific reasons as to how and the extent to which
such objectives are met and why and to what extent other objec-
tives are not, how the agreement serves the interests of U.S. com-
merce, why the implementing bill qualifies for fast track proce-
dures, and the reasons for any proposed administrative action. In
addition, the Committee has added a requirement that the Presi-
dent identify whether and how the agreement changes provisions
of any previously-negotiated agreement. It is the Committee’s ex-
pectation that the supporting information as to how the agreement
serves the interests of U.S. commerce will also include the report
to be prepared by the ITC pursuant to subsection 2004(e), as dis-
cussed above.

Subsection 2005(a) carries over a provision from the 1988 Act
that requires that the President recommend that the benefits and
obligations of any trade agreement eligible for the procedures au-
thorized by this bill be applied solely to the parties to the agree-
ment, in order to minimize the ‘‘free rider’’ problem that arises
when the benefits of trade agreements are extended even to those
countries that are not parties to the agreement and that have not
themselves made binding commitments, if such a distinction is con-
sistent with the agreement. This provision also authorizes the
President to recommend that the benefits and obligations of an
agreement not apply uniformly to all parties to an agreement, if
permitted under the terms of the agreement.

Subsection 2005(b) establishes important checks on the use of the
trade agreement approval procedures, prior to the commencement
of negotiations, as well as during the course of such negotiations.
Paragraph (1) expands upon a provision included in the 1988 Act
that disallowed the use of such procedures with respect to imple-
menting legislation for bilateral trade agreements if either this
Committee or the House Ways and Means Committee disapproved
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of the negotiation of such an agreement within 60 days of the
President’s notification of his intention to begin negotiations.
Under the Committee’s bill, the Committees’ oversight of the com-
mencement of negotiations would extend to all trade agreements,
and not merely bilateral trade agreements. However, as disallow-
ing the use of the trade agreement approval procedures is a serious
step, the Committee has provided that both the Senate Finance
and Ways and Means Committees must disapprove of their use.

Subsection 2005(b) also incorporates the ‘‘procedural disapproval
resolution’’ included in the 1988 Act, which provides for consider-
ation, under expedited procedures, of a resolution denying the use
of the trade agreement approval procedures to implement the re-
sults of any trade agreement with respect to which the President
has failed or refused to consult with the Congress. The Committee’s
bill expands this provision to apply as well where the President has
failed to notify the Congress in accordance with the provisions of
section 2004 of this title. The Committee anticipates that the mere
availability of this procedure will provide a further incentive for
close and continuing consultations with the Congress.

The process for Congressional consideration of procedural dis-
approval resolutions remains unchanged from the 1988 Act. In the
event that both Houses of Congress pass resolutions of disapproval
within 60 session days of each other, the use of the trade agree-
ment approval procedures to implement the results of the trade ne-
gotiation at issue will be denied. There is no limitation on when
the resolution may be introduced or acted upon. These procedures
are intended as a check on the Executive Branch throughout the
course of the negotiations. Both the Ways and Means Committee
and the Finance Committee would be privileged to report a resolu-
tion of their respective House at any time the trade agreement ap-
proval procedures are in effect. The resolution may originate only
with the appropriate Committee in each House of Congress. Once
reported by the Finance or Ways and Means Committee, each reso-
lution would itself be considered under expedited procedures analo-
gous to the trade agreement approval procedures potentially appli-
cable to trade agreements, i.e., it would be a privileged matter and
could not be amended or delayed. The resolution would be effective
only if reported in exactly the form set out in the bill and subject
to the time limits noted above.

Section 2006. Treatment of certain trade agreements
Subsection 2004(a) of this bill requires the President to notify the

Congress 90 days before commencing negotiations on a trade agree-
ment the implementation of which would be eligible for the fast
track approval procedures provided by this Act. Section 2006
waives this requirement for four sets of negotiations: (1) those ne-
gotiations under the auspices of the WTO regarding trade in infor-
mation technology products that commenced before the enactment
of this bill; (2) negotiations or work programs that have commenced
pursuant to the ‘‘built-in’’ agenda of the agreements administered
by the WTO; (3) an agreement with Chile, completing the negotia-
tions that had begun in 1995; and (4) negotiations to achieve a
Free Trade Area of the Americas that began in April 1998 in
Santiago, Chile.
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Because these negotiations have either been initiated or will
have commenced by the time this bill is enacted, it is the view of
the Committee that no practical purpose would be served by requir-
ing the President to notify the Congress of his intention to begin
such negotiations. With respect to the second category of negotia-
tions—those that form part of the WTO’s ‘‘built-in’’ agenda, it is the
Committee’s understanding that those that have commenced (and
for which notice is, therefore, not required) are the work program
on rules of origin and the negotiations on financial services.

The Committee wishes to emphasize that all of the other notice
and consultation requirements of this title, as well as the proce-
dural disapproval resolution procedures of section 2005, will apply
to each of the negotiations covered by section 2006.

Section 2007. Conforming amendments
Section 2007 makes conforming changes to a number of provi-

sions of the Trade Act of 1974, as amended, to ensure that the pro-
visions applicable to past extensions of fast track procedures con-
tinue to apply. These changes provide, for example, that the usual
requirements for advice from the ITC and the private sector advi-
sory committees will continue to apply to agreements negotiated
pursuant to the authority provided in this title.

Section 2008. Definitions
Section 2008 defines a number of the terms used in this title.

Definitions are provided for the following: ‘‘distortion,’’ ‘‘trade,’’
‘‘Uruguay Round Agreements,’’ ‘‘World Trade Organization,’’ ‘‘WTO
agreement,’’ and ‘‘WTO and WTO member.’’

C. TITLE III—LEGISLATION REAUTHORIZING THE TRADE
ADJUSTMENT ASSISTANCE PROGRAMS

Title III extends the authorization of the three Trade Adjustment
Assistance programs through September 30, 2000.

1. Background

Title II of the Trade Act of 1974, as amended, authorizes three
trade adjustment assistance (TAA) programs for the purpose of pro-
viding assistance to individual workers and firms that are ad-
versely affected by the reduction of barriers to foreign trade. Those
programs include—

The general TAA program for workers provides training and
income support for workers adversely affected by import com-
petition.

The TAA program for firms provides technical assistance to
qualifying firms. (Both the TAA programs for workers and for
firms were first established by the Trade Expansion Act of
1962.)

The third program, the North American Free Trade Agree-
ment (NAFTA) program for workers (established by the North
American Free Trade Agreement Implementation Act of 1993),
provides training and income support for workers adversely af-
fected by trade with or production shifts to Canada and/or
Mexico.



35

All three programs expire on September 30, 1998. The TAA pro-
gram for firms is also subject to annual appropriations.

2. General Description of Title

Section 3001 of the Act reauthorizes each of the three TAA pro-
grams through September 30, 2000. This provision is effective on
the date of enactment.

The Committee has begun a comprehensive review of the U.S.
trade laws. As a part of this review, the Committee intends to ex-
amine the TAA programs to determine what changes, if any, are
needed to allow the programs to operate in a more effective and ef-
ficient manner. Among other things, the Committee intends to con-
sider whether the term ‘‘article’’ in subsection 251(c)(1)(B)(ii) of the
Trade Act of 1974 should be clarified so that it is not construed in
such a manner as to discriminate against manufacturers of jewelry
and other small items. Such clarification may be necessary because
it is the intent of the Committee on Finance that the term ‘‘article’’
should be construed in such a way that it applies equitably to man-
ufacturers of all products, including jewelry and other small items.

D. TITLE IV—LEGISLATION ESTABLISHING A MECHANISM FOR IDEN-
TIFYING MARKET ACCESS BARRIERS TO AGRICULTURAL PRODUCTS

Title IV establishes a mechanism for identifying countries that
deny market access to United States agricultural products and for
investigating and eliminating such barriers.

1. Background

Title IV incorporates S. 219, which was introduced on January
28, 1997 by Senators Daschle and Grassley, with one modification.
Title IV would expand the product coverage from the value-added
agricultural products covered under S. 219 to include all U.S. agri-
cultural commodities and products, including forest products, fish
and seafood.

A combination of natural disasters, crop disease, low commodity
prices, and the loss of Asian markets due to the ongoing economic
crisis in that region have depressed farm income and the economies
of rural areas. Approximately 40 percent of farm income is cur-
rently derived from foreign sales. These circumstances mandate
greater attention to the removal of unfair trade barriers that dis-
place American agricultural products in foreign markets in an ef-
fort to help alleviate the growing crisis in American agriculture.

Title IV establishes a mechanism for identifying countries that
deny market access to United States agricultural products and for
investigating and eliminating such barriers. This mechanism is
modeled on the so-called Special 301 procedures that have proved
successful in improving protection of American intellectual prop-
erty rights in foreign markets and similar procedures that have
proved successful in gaining market access for U.S. exports of tele-
communications equipment and services.
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2. General Description of Title

Section 4001. Short title
Section 4001 provides that the title of this provision shall be the

‘‘United States Agricultural Products Market Access Act of 1998.’’

Section 4002. Purposes
Section 4002 identifies three purposes for this title:

(1) To reduce or eliminate foreign unfair trade practices and
to remove constraints on fair and open trade in agricultural
products;

(2) To ensure fair and equitable market access for exports of
United States agricultural products; and

(3) To promote free and fair trade in agricultural products.

Section 4003. Identification of countries that deny market access
Section 4003 amends Chapter 8 of title I of the Trade Act of 1974

to add a new section 183. Subsection 183(a) establishes a process
by which the USTR must identify those foreign countries that deny
fair and equitable market access to United States agricultural
products (including forest products, fish and seafood) or apply un-
justified sanitary or phytosanitary standards to agricultural prod-
ucts imported from the United States.

Subsection 183(b) requires that the USTR designate as ‘‘priority
foreign countries’’ those countries:

That engage in or have the most onerous or egregious acts,
policies, or practices that deny fair and equitable market ac-
cess to United States agricultural products;

Whose acts, policies or practices have the greatest adverse
impact (actual or potential) on the relevant United States prod-
ucts; and

That are not engaged in good faith negotiations with the
United States, either bilaterally or multilaterally, to provide
fair and equitable market access to U.S. agricultural exports.

Subsection 183(b) further requires the USTR to consult with the
Secretary of Agriculture and other appropriate officials of the fed-
eral government in determining which countries and practices
would be identified as priorities. The USTR is also required to take
into account information provided from U.S. agricultural interests,
including petitions filed under section 302 of the Trade Act of 1974
requesting investigations of particular acts, policies, or practices
that impose an unfair burden on U.S. agricultural exports.

The USTR must also take into account a variety of other factors,
including the history of agricultural trade relations with the for-
eign country and any history of past efforts to achieve fair and eq-
uitable market access for U.S. agricultural products. Subsection
183(c) provides that the USTR may, at any time, either identify or
revoke the identification of any foreign country as a priority foreign
country.

Subsection 183(e) requires the USTR to publish in the Federal
Register a list of foreign countries identified under subsection
183(a). Subsection 183(f) requires that the USTR must report an-
nually regarding the countries identified under subsection 183(a) to
the Senate Committees on Finance and on Agriculture, Nutrition,
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and Forestry and the House Committees on Ways and Means and
on Agriculture. This report must describe the actions taken under
section 183 during the twelve months preceding the report and the
reasons for such actions, including a description of progress made
in achieving fair and equitable market access for United States ag-
ricultural products.

Section 4004. Investigations
Section 4004 amends subparagraph (A) of subsection 302(b)(2) of

the Trade Act of 1974 to require that the USTR must initiate a for-
mal investigation under that section of those practices that formed
the basis for a foreign country being identified as a priority foreign
country. Such investigation would not be necessary, however, if the
practices are at the time the subject of another section 301 inves-
tigation or action or the investigation would be detrimental to U.S.
economic interests. Subsection 4004(b) makes conforming amend-
ments to sections 302 and 304 of the Trade Act of 1974.

E. TITLE V—LEGISLATION TO IMPLEMENT THE OECD SHIPBUILDING
AGREEMENT

Title V would approve and implement the Agreement Respecting
Normal Competitive Conditions in the Commercial Shipbuilding
and Repair Industry (‘‘Shipbuilding Agreement’’), resulting from
negotiations conducted under the auspices of the Organization for
Economic Cooperation and Development (‘‘OECD’’). Title V incor-
porates the provisions of the OECD Shipbuilding Trade Agreement
Act, S. 1216, as reported by the Senate Committee on Finance on
September 24, 1997 and by the Senate Committee on Commerce,
Science and Transportation on November 10, 1997, with a few
minor modifications.

1. Background

On June 8, 1989, the Shipbuilders Council of America (‘‘SCA’’),
representing the U.S. shipbuilding industry, filed a petition under
section 301 of the Trade Act of 1974, alleging that foreign govern-
ment subsidies to the shipbuilding industry constituted an unjusti-
fiable, unreasonable, or discriminatory trade practice that burdens
or restricts U.S. commerce. The SCA withdrew the petition on July
21, 1989, following a commitment by the U.S. Government to initi-
ate negotiations on an agreement to discipline government support
to the shipbuilding and repair industry within the framework of
the Working Party on Shipbuilding of the OECD Council. These ne-
gotiations commenced on October 24, 1989, when the United States
notified the Executive Committee of the OECD of its intention to
negotiate such an agreement.

After more than five years of negotiation, the Shipbuilding
Agreement was signed on December 21, 1994, by the Commission
of the European Communities, and the Governments of Finland,
Japan, the Republic of Korea, Norway, Sweden, and the United
States. Together, the signatories account for approximately 80 per-
cent of global shipbuilding capacity.

The Shipbuilding Agreement applies only to the construction and
repair of self-propelled, seagoing commercial vessels of 100 gross
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tons and above (including certain specialized vessels) and tugs of
365 kilowatts or more. It does not cover the construction of naval
vessels or the outfit and repair of vessels for military purposes.

The Shipbuilding Agreement has four general sections. First,
with some limited exceptions, the Shipbuilding Agreement requires
the elimination of virtually all subsidies to the shipbuilding indus-
try granted either directly to shipbuilders or indirectly through
ship operators or other entities. Second, to avoid trade-distorting fi-
nancing programs, the Shipbuilding Agreement also establishes
common rules to discipline government financing for export and do-
mestic ship sales. Third, the Shipbuilding Agreement includes an
‘‘injurious-pricing code,’’ modeled on the antidumping rules of the
World Trade Organization (‘‘WTO’’), which would allow signatories
to assess an offsetting injurious-pricing charge against foreign ship-
builders who sell ships at unfairly low (i.e., dumped) prices that in-
jure domestic shipbuilders. The injurious-pricing code also permits
signatories to impose specified countermeasures against a foreign
shipbuilder that is subject to an affirmative injurious-pricing deter-
mination, if the shipbuilder does not pay the injurious-pricing
charge. Finally, the Shipbuilding Agreement includes binding rules
for dispute settlement in the OECD, which are patterned after the
WTO’s dispute-settlement regime.

The Shipbuilding Agreement is scheduled to enter into force 30
days after all signatories deposit instruments of ratification, accept-
ance, or approval with the OECD Secretariat. In order for the
United States to complete its ratification, legislation must be en-
acted by Congress to bring U.S. law into compliance with the Ship-
building Agreement.

On October 23, 1995, Senator Breaux introduced legislation (S.
1354) to implement the Shipbuilding Agreement. On December 11,
1995, similar legislation (H.R. 2754) was introduced in the House.
On May 8, 1996, the Committee on Finance reported H.R. 3074,
which contained a number of trade items, including legislation to
implement the Shipbuilding Agreement. Subsequently, on June 13,
1996, the House of Representatives passed H.R. 2754, which, as
amended, contained major substantive differences from the bill re-
ported by the Committee on Finance. The Senate was unable to
consider H.R. 2754 before the conclusion of the 104th Congress.

On September 24, 1997, the Finance Committee reported an
original bill (S. 1216) which was sequentially referred to the Com-
mittee on Commerce, Science and Transportation, which reported
the bill with a few modifications on November 10, 1997.

It is the Committee’s view that implementation of the Agreement
is long overdue. Accordingly, the Committee has renewed its efforts
to seek prompt passage of this legislation by including it in the
Trade and Tariff Act of 1998.

2. Summary of Title

The Shipbuilding Agreement establishes a mechanism for the de-
termination of injurious pricing in the construction and sale of sea-
going vessels, in a manner analogous to the provisions in the
Agreement on Implementation of Article VI of the General Agree-
ment on Tariffs and Trade 1994 (‘‘WTO Antidumping Agreement’’).
In addition, the Shipbuilding Agreement provides for the assess-
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ment of an injurious-pricing charge and countermeasures where
appropriate—remedies that are different from the antidumping
provisions under Title VII of the Tariff Act of 1930, as amended,
which implements the WTO Antidumping Agreement in U.S. law.
Because ocean-going vessels engaged in international trade are
technically not imported or entered for consumption in the United
States, it is not possible to use the antidumping remedies of Title
VII of the 1930 Act to cover the sale of vessels at less than fair
value. Accordingly, separate statutory authority is required to im-
plement the Shipbuilding Agreement.

A. INJURIOUS PRICING AND COUNTERMEASURES

Section 5102 of the bill would establish a new Title VIII of the
Tariff Act of 1930, as amended, in order to create an injurious-pric-
ing mechanism applicable to shipbuilding. This mechanism would
permit the collection of an injurious-pricing charge against ocean-
going vessels sold to U.S. buyers at a price below normal value
when that sale injures a U.S. shipbuilding industry. This mecha-
nism also allows for the imposition of countermeasures against a
shipyard that fails to pay the injurious-pricing charge.

The new Title VIII would be analogous to the current antidump-
ing provisions of Title VII of the 1930 Act, which set forth proce-
dures under U.S. law for assessment of antidumping duties. The
specific injurious-pricing provisions differ from the antidumping
provisions in Title VII of the 1930 Act only where necessary to take
into account differences between the Shipbuilding Agreement and
the WTO Antidumping Agreement due to the unique characteris-
tics of the construction and sale of ocean-going vessels.

The new Title VIII would also provide for judicial review of inju-
rious pricing and countermeasures determinations in the U.S.
Court of International Trade, with subsequent appellate review in
the U.S. Court of Appeals for the Federal Circuit.

B. OTHER PROVISIONS

Title V also includes the following changes or additions to cur-
rent law:

Repairs made in a Party to the Shipbuilding Agreement on U.S.-
flagged vessels of a type covered by the Shipbuilding Agreement
and on integrated tug-barges would be exempt from the 50 percent
duty imposed under section 466 of the Tariff Act of 1930 on the
cost of repairs made outside the United States on a U.S.-flagged
vessel.

The requirements of certain tax and subsidy programs available
under the Merchant Marine Act, 1936, to vessels constructed in the
United States, as well as government guarantees available under
Title XI of the Merchant Marine Act, 1936, for financing the con-
struction, reconstruction or reconditioning of U.S. built vessels, are
changed to conform to the requirements of the Shipbuilding Agree-
ment and the related OECD Understanding on Export Credits for
Ships. Changes to Title XI will not take effect until January 1,
2001.

Private persons other than the U.S. Government are prohibited
from asserting any cause of action or defense under the Shipbuild-
ing Agreement in U.S. courts.
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1 The Merchant Marine Act, 1920 (46 App. U.S.C. 861 et seq.), the Act of June 19, 1886 (46
App. U.S.C. 289), or any other provision of law set forth in Accompanying Note 2 to Annex II
of the Shipbuilding Agreement.

The President would be required to commence U.S. withdrawal
from the Shipbuilding Agreement when one or more Shipbuilding
Agreement Parties, accounting for a specified tonnage of construc-
tion of vessels covered by the Shipbuilding Agreement, withdraws
from the Agreement.

Procedures for withdrawing Congressional approval of the Ship-
building Agreement when a Shipbuilding Agreement Party under-
takes responsive measures pursuant to a determination that the
Jones Act 1 has significantly undermined the balance of rights and
obligations under the Shipbuilding Agreement.

3. General Description of Title

Section 5001. Short title; purposes; table of contents
Section 5001 provides that the title may be cited as the ‘‘OECD

Shipbuilding Trade Agreement Act.’’ It also lists three purposes of
the Act:

(1) To enhance the competitiveness of U.S. shipbuilders
which has been diminished as a result of foreign subsidies and
predatory pricing practices;

(2) To ensure that U.S. ownership, manning, registry, and
construction requirements for coastwise trade vessels, which
have provided the Department of Defense with mariners and
assets in times of national emergency, cannot be compromised
by the Shipbuilding Agreement; and

(3) To strengthen the U.S. shipbuilding industrial base to en-
sure that its full capabilities are available in time of national
emergency.

A. SUBTITLE A—GENERAL PROVISIONS

Section 5101. Approval of the Shipbuilding Agreement
Section 5101 provides that the Congress approves the Shipbuild-

ing Agreement, which resulted from negotiations conducted under
the auspices of the OECD and which was entered into on December
21, 1994.

Section 5102. Injurious pricing and countermeasures relating to
shipbuilding

Section 5102 adds a new Title VIII to the Tariff Act of 1930. Title
VIII contains four subtitles, described section-by-section below. Be-
cause Title VIII is modeled on the antidumping statute in Title VII
of the Tariff Act of 1930, this description outlines only the dif-
ferences between the two titles.

NEW SUBTITLE A—INJURIOUS PRICING CHARGE AND
COUNTERMEASURES

Section 801. Injurious pricing charge
The new section 801 of the Tariff Act of 1930 would require the

imposition of a one-time injurious-pricing charge against a foreign
shipbuilder if the Department of Commerce (‘‘Commerce’’) deter-
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mines that a vessel produced by that shipbuilder has been sold di-
rectly or indirectly to a U.S. buyer at less than its fair value and
the International Trade Commission (‘‘ITC’’) determines that an in-
dustry in the United States is or has been materially injured or
threatened with material injury, or the establishment of an indus-
try in the United States is or has been materially retarded by rea-
son of the sale of that vessel. The amount of the injurious-pricing
charge would be the amount by which normal value exceeds the ex-
port price. The injurious-pricing charge would be assessed once for
the sale in question. After the charge is paid, there would be no
continuing liability on future sales or scrutiny of sales of other ves-
sels produced by the foreign shipbuilder unless a separate inves-
tigation is conducted with respect to each of those sales.

The new section 801 is modeled on and analogous to section 731
of Title VII of the 1930 Act. However, the new Title VIII contains
several changes, which are required to take into account the
unique characteristics of the shipbuilding industry and the require-
ments of the Shipbuilding Agreement. Specifically, because ocean-
going vessels engaged in international trade are technically not im-
ported or entered for consumption in the United States, the Ship-
building Agreement and Title VIII would permit investigations to
be commenced when a vessel is sold directly or indirectly to a U.S.
buyer, regardless of whether the vessel is imported or entered for
consumption in the United States.

Thus, the traditional antidumping mechanism of imposing an
antidumping duty on future entries of imported merchandise would
not provide a domestic shipbuilding industry with effective relief.
Accordingly, the Shipbuilding Agreement and the new Title VIII
would establish a one-time charge to be assessed against the ship-
yard producing the injuriously-priced vessel.

The Shipbuilding Agreement further provides that there must be
a demonstration that there is or has been material injury by reason
of the sale of the vessel or vessels in question. In contrast, the
WTO Antidumping Agreement provides that there must be a dem-
onstration that there is material injury by reason of imports. Ac-
cordingly, the new section 801 of the 1930 Act reflects the dif-
ference by requiring the ITC to determine whether there is or has
been material injury by reason of the sale of the injuriously-priced
vessel.

Accordingly, the Committee intends that the material injury
standards of Title VII of the 1930 Act and the new Title VIII be
interpreted differently consistent with the particular nature of the
material injury inquiry under the two titles.

Section 802. Procedures For instituting an injurious-pricing inves-
tigation

The new section 802 added by the Trade and Tariff Act of 1998
sets forth the procedures for conducting an injurious-pricing inves-
tigation. The new subsection 802(a) describes procedures for initi-
ation by Commerce and provides that an investigation may be self-
initiated only within six months after the time that Commerce first
knew or should have known of the sale of the vessel. Subsection
802(b) describes the procedures for initiation by petition. These
procedures require that a petition be filed within either six or nine
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months (depending upon the circumstances) from the time the peti-
tioner knew or should have known of the sale of the vessel, but no
later than six months after the delivery of the vessel. If these dead-
lines are not met, an investigation may not be commenced.

The new subsection 802(b)(1)(B)(i) provides that if a petitioner is
a producer, it must show that it had the capability to produce the
subject vessel. In addition, if the sale of the subject vessel was
made through a bidding process that was either a broad multiple
bid or on which the producer was invited to bid, the petitioner
must show that it made a timely effort to obtain the sale through
a proposal that met bid specifications. If the sale was not made
through a broad multiple bid and the petitioner was not invited to
bid, but knew or should have known of the proposed purchase of
the vessel in question, the petitioner must show it made timely ef-
forts to conclude a sale consistent with the buyer’s requirements.

In some instances, a petitioner may be capable of producing the
vessel in question, but was not invited to participate in a bid be-
cause the buyer claims that it did not know that the petitioner was
capable of producing a vessel to specification. In determining stand-
ing pursuant to the new subsection 802(b)(1)(B)(i)(I), the Commit-
tee does not intend that the Commerce Department narrowly con-
strue the definition of ‘‘broad multiple bid’’ in the new subsection
861(31) to require that the buyer have actual knowledge of the pe-
titioner’s capability to produce the required vessel. Rather, the
Commerce Department should examine whether the buyer ex-
tended invitations to at least all those producers that the buyer
knew or reasonably should have known were capable of producing
the required vessel. In considering this question, the Commerce De-
partment should consult with the Maritime Administration. The
Commerce Department should also consider whether the petitioner
may still have standing pursuant to the new subsection
802(b)(1)(B)(i)(III).

The new subsection 802(d)(1) provides a 45-day deadline, with no
extension, for initiating an investigation after the filing of a peti-
tion, assuming that the petition meets the requirements set forth.
Among these requirements, the new subsection 802(d)(4) sets forth
certain requirements for petitioners, including the requirement
that a petitioner must file ‘‘on behalf of’’ a domestic industry.
Under this requirement, there must be sufficient industry support
for the petition. Support is deemed to be sufficient when the follow-
ing criteria are met: domestic producers or workers who support
the petition must account for at least 25 percent of the total capac-
ity of domestic producers capable of producing the like vessel; and
domestic producers or workers who support the petition must ac-
count for more than 50 percent of the total capacity to produce the
like vessel of that portion of the industry expressing a view on the
petition.

The new subsection 802(d)(6) provides that Commerce may not
initiate an injurious-pricing investigation if a third country that is
a WTO member, but not a party to the Shipbuilding Agreement,
has initiated an antidumping proceeding against the same vessel
that has been pending for not more than a year, or that has been
completed and resulted in the imposition of antidumping measures
or a negative determination.
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The procedures for initiating an injurious-pricing investigation
under the new Title VIII differ in a number of respects from proce-
dures for initiating an antidumping investigation under Title VII
of the 1930 Act. Because most injurious-pricing investigations will
involve only one ship, it was deemed appropriate to establish dead-
lines in the Shipbuilding Agreement for the filing of petitions and
for self-initiation of an investigation with respect to that ship. Such
deadlines are not needed in an antidumping investigation under
Title VII of the 1930 Act, in which all entries of the subject imports
during a specified period (generally 12 months for Commerce and
3 years for the ITC) are subject to investigation.

In addition, because vessels are generally unique and often made
to individual specifications, a domestic producer may not have pro-
duced a vessel actually identical to the subject vessel. Nonetheless,
the domestic producer could still be injured as a result of the sale
because that producer was capable of producing the subject vessel.
By contrast, under Title VII of the 1930 Act, investigations require
that the petitioner, if a producer, actually produce or manufacture
the like product (except in the context of a determination whether
the establishment of a domestic industry is materially retarded by
reason of dumped imports). Moreover, the petitioner under Title
VII of the 1930 Act is not required to show that it made an effort
to sell like merchandise to the purchaser.

The new Title VIII provides for a 45-day period for determining
whether to initiate an injurious-pricing investigation, as opposed to
20 days with a possible extension to 40 days in an antidumping
case under subsection 732(c)(1) of Title VII of the 1930 Act, because
of the Administration’s concern that the new representation re-
quirements and deadlines for filing petitions under the new Title
VIII may create additional complexities requiring more time to de-
termine the sufficiency of the petition.

Finally, Title VII of the 1930 Act does not provide for the delay
or termination of an antidumping investigation if another WTO
member undertakes antidumping or other measures against like
merchandise from the subject country. Under the new Title VIII,
however, a U.S. producer could seek to bring an injurious-pricing
action against a vessel that is also subject to an antidumping ac-
tion in a WTO member country that is not a party to the Ship-
building Agreement. In this situation, the Shipbuilding Agreement
and the new Title VIII would require that the injurious-pricing ac-
tion not be initiated in certain circumstances.

Section 803. Preliminary investigations
The new subsection 803(a) of the 1930 Act would require the ITC

to make its preliminary determination within 90 days after the fil-
ing of the injurious-pricing petition. The new subsection 803(b)
states that Commerce is to make its preliminary determination
within 160 days after initiating its investigation or 160 days after
the date of delivery of the vessel in a cost or constructed-value in-
vestigation. An extension is permitted in extraordinarily com-
plicated cases or for good cause until not later than 190 days after
initiation or date of delivery, as the case may be.

These time periods for preliminary determinations in the new
Title VIII cases are generally longer than in antidumping inves-
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tigations under Title VII of the 1930 Act. This difference is related
to the different nature of the investigations under the two titles.
Due to the unique nature of the construction of vessels, a new Title
VIII cost investigation must be delayed until construction is com-
pleted to allow Commerce to obtain actual cost information. Tying
Commerce’s investigation to the date of the vessel’s delivery may
result in a delay of the investigation for several years due to the
length of time necessary to construct a vessel.

Because the remedies established under Title VII of the 1930 Act
and the new Title VIII are completely different, the effect of a pre-
liminary affirmative Commerce determination would be different as
well. Title VII of the 1930 Act provides for provisional relief in the
form of the posting of a bond or cash deposit by the importer in
the amount of the preliminary dumping margin and the collection
of duties on entries of the subject merchandise after an affirmative
preliminary determination has been rendered. Under the new Title
VIII, however, no provisional relief after the preliminary investiga-
tion is necessary because the remedy consists entirely of a one-time
charge, imposed on the shipbuilder after a final determination has
been made.

Section 804. Termination or suspension of investigation
The new subsection 804(d) provides for the suspension of an inju-

rious-pricing investigation if a third country that is a WTO mem-
ber, but not a party to the Shipbuilding Agreement, initiates an
antidumping proceeding with respect to the same vessel. The inves-
tigation would be terminated if the third country proceeding results
in the imposition of antidumping measures or a negative deter-
mination. If the third-country proceeding ends without the imposi-
tion of antidumping measures or a negative determination, or if it
is not concluded within one year (unless antidumping measures are
subsequently imposed), the suspension would end and the Title
VIII investigation would proceed.

This rule under the new subsection 804(d) contrasts with Title
VII of the 1930 Act, which does not allow for the suspension or ter-
mination of an investigation based on action by a third country.
However, the Shipbuilding Agreement contemplates the situation
where, for example, a U.S. producer seeks to bring an action under
the new Title VIII against a vessel that has been sold to a buyer
in the United States and is also subject to an antidumping inves-
tigation by a WTO Member country that is not a party to the Ship-
building Agreement. The rule in the Shipbuilding Agreement and
the new Title VIII would require that the injurious-pricing inves-
tigation be terminated or suspended in such situations to avoid
multiple investigations of the subject vessel.

Section 805. Final determinations
The new subsection 805(a) provides that Commerce would be re-

quired to make its final determination in an injurious-pricing in-
vestigation under the new Title VIII not later than 75 days after
its preliminary determination. This period may be extended under
certain circumstances to 290 days after initiation of the investiga-
tion in ordinary cases or after delivery of the vessel in cost or con-
structed-value investigations.
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The new subsection 805(b) provides that the ITC would be re-
quired to make its final determination before the later of the 120th
day on which Commerce makes an affirmative preliminary deter-
mination or the 45th day after the day on which Commerce makes
an affirmative final determination.

The extension for completion of Commerce’s injurious-pricing in-
vestigation is longer under the new Title VIII than is provided for
under section 735 of Title VII of the 1930 Act in an antidumping
investigation. This difference between the two titles is related to
the different nature of the investigations and the substantial
delays that may be caused by use of actual cost data with respect
to the construction of ships.

Section 806. Imposition and collection of injurious pricing charge
In the event of final affirmative determinations by Commerce

and the ITC under the new Title VIII, Commerce would be re-
quired to publish an order imposing a one-time injurious-pricing
charge on the foreign shipbuilder in an amount equal to the injuri-
ous pricing margin for the vessel subject to investigation. The ship-
builder must pay the charge within 180 days. However, the pay-
ment period may be extended under extraordinary circumstances,
subject to interest charges. Once the injurious-pricing charge is
paid, the shipbuilder would not be subject to any continuing liabil-
ity on the vessel in question or on future sales or scrutiny of sales
of other vessels constructed by that shipbuilder unless a new inves-
tigation under the new Title VIII is conducted with respect to each
of those future sales.

This injurious-pricing remedy under the Shipbuilding Agreement
and the new Title VIII is different than the antidumping remedy
under Title VII of the 1930 Act because of the differences between
the sale of imported merchandise and the nature of sales trans-
actions involving ships. Because vessels engaged in international
trade do not enter the United States for consumption, the tradi-
tional antidumping mechanism of imposing an antidumping duty
on future entries would not provide the domestic industry with ef-
fective relief. Accordingly, the Shipbuilding Agreement and the new
Title VIII would establish a one-time charge to be assessed against
the shipyard producing the injuriously-priced vessel. Because the
remedy would be a one-time charge, there is no need for an admin-
istrative or sunset review of the order as provided for under section
751 with respect to antidumping orders under Title VII of the 1930
Act.

Section 807. Imposition of countermeasures
The new section 807 provides that failure to pay the injurious-

pricing charge imposed against a foreign shipbuilder subjects that
shipbuilder to the imposition of countermeasures. The counter-
measures would take the form of a temporary denial (for a period
of up to four years after delivery of the vessel subject to counter-
measures) of privileges to load or unload cargo or passengers in the
United States to vessels contracted to be built by the offending
shipbuilder within a period of up to four years after the effective
date of the countermeasures.
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New subsections 807 (b) and (c) set forth the procedures for es-
tablishing countermeasures. Specifically, the new subsection 807(b)
would require Commerce to publish a notice of an intent to impose
countermeasures not later than 30 days before the expiration of the
time for payment of the injurious-pricing charge. Under the new
subsection 807(c), Commerce would be required to issue a deter-
mination and order imposing countermeasures within 90 days after
the notice of intent is published. In issuing this order, Commerce
would be required to determine whether an interested party has
demonstrated that the scope or duration of the countermeasures
should be narrower or shorter than that set forth in the notice of
intent.

The new subsection 807(d) provides that if countermeasures are
imposed, they may be reviewed annually as to scope and duration.

The new subsection 807(e) provides that countermeasures may
be extended in scope and duration beyond four years only if a panel
established under the Shipbuilding Agreement agrees that such ex-
tension is appropriate.

Finally, the new subsection 807(f) would require Commerce to
publish each year a list of all vessels subject to countermeasures
and to provide notice of the imposition of countermeasures to cer-
tain interested parties.

The countermeasures procedure under the new Title VIII is es-
sentially an enforcement mechanism. Neither Title VII of the 1930
Act nor the WTO Antidumping Agreement provide for the imposi-
tion of countermeasures. However, an injurious-pricing order under
the new Title VIII would not apply to future vessels delivered by
the shipyard in question. Therefore, the United States would have
no recourse in enforcing the order if the shipyard refused to pay
the injurious-pricing charge. Accordingly, it is necessary to estab-
lish a mechanism to ensure that a shipyard is unable to avoid the
remedial effect of an order simply by not paying the injurious-pric-
ing charge, and the new Title VIII and the Shipbuilding Agreement
establish the countermeasures procedure as the enforcement mech-
anism.

The Committee notes that under the new subsection 861(17)(G)
of Title VIII, purchasers of vessels potentially subject to counter-
measures have standing to participate fully in proceedings concern-
ing the imposition of countermeasures. The Committee expects that
the interests of such purchasers, as well as other interested parties
(such as domestic producers, respondents, workers, and relevant
trade or business associations) be taken into account in making
countermeasure determinations.

The Committee also notes that the countermeasures would apply
to vessels contracted to be built by the offending foreign producer
after the date of the order imposing countermeasures. Specifically,
a vessel would be covered if the material terms of sale for that ves-
sel are established within a period of four consecutive years begin-
ning 30 days after the notice of intent is published. The Committee
expects that purchasers will be given ample notice as to vessels
that may be potentially covered by the countermeasure order and
wishes to avoid situations in which purchasers would not have suf-
ficient notice that changes in contract terms could subject the ves-
sel to countermeasures.
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Accordingly, the Committee intends that only significant changes
in the material terms of a legitimate contract entered into before
the effective date of the countermeasures order should push the
sale into the period covered by countermeasures if those changes
were made after the order’s effective date. Such significant changes
amount to more than, for example, merely changing the delivery
date because of construction delays, changing vessel specifications
in a manner that does not affect the overall nature of the vessel
subject to the contract, or other minor changes in price or terms.
Of course, the Committee also intends that a vessel would be in-
cluded in the countermeasure order if a sham contract were estab-
lished covering the vessel before the effective countermeasure date
simply to avoid imposition of countermeasures.

Section 808. Injurious pricing petitions by third countries
The new section 808 provides that the government of a party to

the Shipbuilding Agreement may file a petition with the USTR
that requests an investigation to determine whether a vessel from
another Shipbuilding Agreement Party has been sold directly or in-
directly to one or more U.S. buyers at less than its normal value
and that an industry in the petitioning country is materially in-
jured by reason of the sale. After consulting with Commerce and
the ITC, USTR would be required to determine whether to initiate
an investigation. However, USTR would be able to proceed to initi-
ate the investigation only after obtaining the approval of the Par-
ties Group under the Shipbuilding Agreement.

The procedure in the new section 808 to allow third countries to
file injurious-pricing petitions is in accordance with the require-
ments of the Shipbuilding Agreement and is intended to provide an
opportunity to conduct an investigation to determine whether in-
jury by reason of an injuriously-priced sale is experienced in an-
other Shipbuilding Agreement Party. Section 808 is comparable to
the procedure under Title VII of the 1930 Act, section 783, which
allows the government of a WTO party to file a petition with USTR
requesting the initiation of an antidumping investigation to deter-
mine whether there is material injury to an industry in the peti-
tioning country by reason of dumped imports entered for consump-
tion in the United States.

Section 809. Third country injurious pricing
The new section 809 addresses concerns over the effects on the

U.S. industry resulting from the injurious pricing of vessels sold to
buyers in Shipbuilding Agreement Parties other than the United
States. The section establishes procedures analogous to section
1317 of the Omnibus Trade and Competitiveness Act of 1988 (19
U.S.C. 1677k) regarding third-country dumping. These procedures
permit the domestic industry to petition the USTR if the industry
has reason to believe that a vessel has been sold in another party
to the Shipbuilding Agreement at less than fair value and such sale
is injuring the U.S. domestic industry.

If USTR determines that there is a reasonable basis for the alle-
gations in the petition, USTR shall submit an application to the ap-
propriate authority of the Shipbuilding Agreement Party request-
ing that an injurious-pricing action be taken on behalf of the
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United States under the laws of that country with respect to the
sale of the vessel in question. At the request of USTR, the appro-
priate officers of the Commerce Department and the ITC are to as-
sist USTR in preparing any such application.

After submitting the application to the appropriate authorities of
the Shipbuilding Agreement Party, USTR must seek consultations
with such authorities regarding the requested action. The Commit-
tee understands that the Shipbuilding Agreement Party would be
able to proceed to initiate an investigation requested by the United
States only after obtaining the approval of the Parties Group under
the Shipbuilding Agreement. If the government of the Shipbuilding
Agreement Party refuses to take any injurious-pricing action,
USTR must consult with the domestic industry on whether further
action under any other U.S. law is appropriate.

NEW SUBTITLE B—SPECIAL RULES

Section 821. Export price
The new section 821 sets forth the rules for determining the ex-

port price to be used in injurious-pricing investigations. ‘‘Export
price’’ is defined as the price at which the subject vessel is first sold
(or agreed to be sold) by or for the account of the foreign producer
of the subject vessel to an unaffiliated U.S. buyer. Such a sale
would include any transfer in ownership interest, including by
lease or long-term bareboat charter, in conjunction with the origi-
nal transfer from the producer, either directly or indirectly, to a
U.S. buyer. The new subsection 821(b) sets forth the adjustments
to be made to export price.

The definition of export price under the new section 821 is simi-
lar to the definition in Title VII of the 1930 Act (section 772). How-
ever, Title VII of the 1930 Act also contains a definition of the con-
cept ‘‘constructed export price.’’ Because of the unique manner in
which vessels are sold, there is no need for a constructed export
price concept in the context of an injurious-pricing determination
under the new Title VIII.

Section 822. Normal value
The new subsection 822(a)(1) added by this bill provides that the

normal value of the subject vessel is the price of a like vessel in
the home market, as adjusted, if sold at a time reasonably cor-
responding to the time of the sale under investigation. The new
subsection 822(a)(1)(D) defines such contemporaneous sales as
being within three months before or after the sale of the subject
vessel or, in the absence of such sales, such longer period as Com-
merce determines would be appropriate. If home-market sales are
not available, Commerce would be required to determine normal
value based on the price of a like vessel in third-country sales.
Only if such sales are inappropriate could Commerce use con-
structed value to determine normal value.

The new subsection 822(e) provides that in constructed-value sit-
uations, normal value would be derived on the basis of a statutory
formula, which is the sum of the costs of production, plus the ac-
tual amount of profit and selling, administrative, and general ex-
penses (where actual data are available). If constructed value is
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used, the new subsection 803(b)(1)(C) provides that the investiga-
tion may be delayed until the construction of the ship in question
has been completed, even though the petition was filed at the time
of contract.

The new subsection 822(b) states that if Commerce determines
that a home-market sale was made at less than the cost of produc-
tion and was at a price that does not permit recovery of all costs
within five years, that sale may be disregarded in determining nor-
mal value. If a sale is disregarded, normal value would be based
on another sale of a foreign like vessel in the ordinary course of
trade. If no such sale is available, then Commerce must use con-
structed value to determine the normal value of the subject vessel.

The new subsection 822(f)(1)(C) provides for adjusting costs if
they have been affected by startup operations. Subsection
822(f)(1)(D) would require that costs due to ‘‘extraordinary cir-
cumstances’’ such as labor disputes, fire, and natural disaster, be
excluded.

The rules applicable to normal value in the new Title VIII are
similar to those of Title VII of the 1930 Act (section 773), altered
only where necessary to account for the lengthy periods required to
construct ships and the fact that, due to the unique nature of the
shipbuilding industry, there often are few, if any, vessels con-
structed by the foreign shipbuilder that may be used as an appro-
priate comparison. Title VII of the 1930 Act contains no special
provision for adjusting costs due to ‘‘extraordinary circumstances’’
such as labor disputes, fire, or natural disaster.

The Committee understands that Commerce expects to use con-
structed value in most investigations because of lack of actual com-
parable sales. Nonetheless, the Committee expects that Commerce
will make every effort to base normal value on home market or
third-country sales when available within a reasonably coincident
period.

Section 823. Currency conversion
Under the new subsection 823(a), Commerce would be required

to convert foreign currencies into U.S. dollars using the exchange
rate in effect on the date of sale of the subject vessel, except that
if it is established that a currency transaction on forward markets
is directly linked to a sale under consideration, the rate specified
in the forward-sale agreement shall be used.

The new subsection 823(b) would define the date of sale as the
date of the contract of sale. If the material terms of sale are signifi-
cantly changed after that date, the date of sale would be the date
of the change, and Commerce would be required to adjust for any
unreasonable effect on the injurious-pricing margin due only to
fluctuations in the exchange rate between the original and the new
date of sale.

The provisions of the new section 823 are essentially the same
as under Title VII of the 1930 Act, specifically section 773A. Unlike
the WTO Antidumping Agreement, however, the Shipbuilding
Agreement does not require that, in converting currencies, fluctua-
tions in exchange rates are to be ignored. This difference between
the two agreements, which is reflected in the new Title VIII, ac-
counts for differences in the respective investigations under the two
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titles, as well as the particular characteristics of the shipbuilding
industry. In an antidumping investigation under Title VII of the
1930 Act, Commerce generally investigates multiple transactions
during the 12 months prior to the filing of the petition. During that
period of time, the exchange rate may fluctuate or change. Accord-
ingly, under Title VII of the 1930 Act, Commerce is required to
allow exporters time to adjust their export prices in response to
sustained changes in the exchange rate. However, most of the new
Title VIII injurious-pricing investigations would involve only a sin-
gle sales transaction.

Furthermore, two years or more may elapse between the time a
ship contract is signed and ship construction is completed. Because
of the long lead-time, during which numerous contract modifica-
tions may occur that could change the date of sale, there is much
greater potential for movements in exchange rates to distort unrea-
sonably the margin calculation for that sale. Therefore, the new
section 823 requires adjustments to eliminate such distortions.

NEW SUBTITLE C—PROCEDURES

Sections 841 through 845. Procedures
The new sections 841 through 845 set forth procedural require-

ments concerning the injurious-pricing mechanism. Specifically, the
new section 841 provides that, upon request, Commerce and the
ITC are each to hold hearings during their investigations.

The new section 842 provides for determinations on the basis of
the facts available. As in section 776 of Title VII of the 1930 Act,
the option to use adverse inferences would be limited to those cases
in which the agency finds that an interested party has failed to co-
operate by not acting to the best of its ability to comply with a re-
quest for information. Moreover, whenever the agency relies on sec-
ondary information rather than information obtained during the
course of the investigation, the agency, to the extent practicable,
would be required to corroborate that information from independ-
ent sources that are reasonably at its disposal.

The new section 843 sets forth the requirements for making in-
formation concerning the investigation available to the public,
treating information as proprietary, disclosing proprietary informa-
tion under protective order, serving submissions on other parties,
handling violations of protective orders and sanctions, providing op-
portunity for comment by vessel buyers, and publishing determina-
tions.

The new section 844 sets forth procedures for conducting inves-
tigations, including certification of submissions, the manner for
handling difficulties by the parties in meeting requirements of the
investigation, treatment of deficient submissions, use of informa-
tion submitted by the parties, non-acceptance of submissions, pub-
lic comment on information, and verification of information submit-
ted. The provision would require that the agencies not decline to
consider information submitted by an interested party that is nec-
essary to the determination but does not meet all of the require-
ments of the agency, if the information is submitted by the estab-
lished deadline, it can be verified (where appropriate), it is not so
incomplete that it cannot serve as a reliable basis for reaching a
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determination, the interested party has demonstrated that it has
acted to the best of its ability to provide the information and meet
the requirements, and that the information can be used without
undue difficulty.

All of these procedural requirements under the new Title VIII
are the same as the procedures under Title VII of the 1930 Act in
sections 774, 776, 777, and 782 with respect to antidumping inves-
tigations. In addition, because the Shipbuilding Agreement pro-
vides that injurious-pricing determinations are subject to dispute
resolution before the OECD, the new section 845 sets forth require-
ments for administrative action following OECD panel reports
issued under the dispute-settlement rules of the Shipbuilding
Agreement, which are virtually identical to the requirements in
section 129 of the Uruguay Round Agreements Act with respect to
administrative action following WTO dispute-settlement panel re-
ports on antidumping and injury determinations.

The Committee intends that the procedural requirements of cur-
rent law with respect to antidumping apply to shipbuilding inves-
tigations as well. Accordingly, antidumping procedural require-
ments under Title VII of the 1930 Act have been repeated in the
new Title VIII, making only those changes necessitated by the dif-
ferences between the WTO Antidumping Code and the Shipbuild-
ing Agreement.

NEW SUBTITLE D—DEFINITIONS

Section 861. Definitions
Industry; Producer: The new paragraph 861(4) defines ‘‘industry’’

as the producers as a whole of a domestic like vessel, or those pro-
ducers whose collective capability to produce a domestic like vessel
constitutes a major proportion of the total domestic capability to
produce a like vessel. A ‘‘producer’’ is defined as including an entity
that is producing the domestic like vessel and an entity with the
capability to produce the domestic like vessel. ‘‘Capability to
produce’’ is further defined as the capability of a producer to
produce a domestic like vessel with its present facilities or ability
to adapt its facilities in a timely manner.

By contrast, under Title VII of the 1930 Act, paragraph 771(4)
defines ‘‘industry’’ as the producers as a whole of a domestic like
product, or those producers whose collective output of a domestic
like product constitutes a major proportion of the total domestic
production of the product.

As discussed above with respect to the new section 802 of Title
VIII, vessels are generally unique and made to individual specifica-
tions. Therefore, a domestic producer may not have produced a ves-
sel like the subject vessel but could, nonetheless, still be injured by
the sale because that producer was capable of producing such a
vessel. Accordingly, the definition of ‘‘industry’’ and ‘‘producer’’ in
the new Title VIII would not require that the party actually
produce a like vessel in order to be considered a producer or part
of the industry. This definition under the new Title VIII differs
from Title VII the 1930 Act, which requires that the petitioner, if
a producer, actually produce or manufacture the like product (ex-
cept in the context of a determination whether the establishment
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of a domestic industry is materially retarded by reason of subject
imports).

Buyer; United States buyer: The new paragraph 801(a)(1) re-
quires that a vessel be sold directly or indirectly to a U.S. buyer
in order for an injurious-pricing investigation under Title VIII to
be commenced. Paragraph 861(5) defines a ‘‘buyer’’ as any person
who acquires an ownership interest in a vessel, including by lease
or long-term bareboat charter, in conjunction with the original
transfer from the producer, either directly or indirectly.

The new paragraph 861(6) defines ‘‘United States buyer’’ as a
buyer that is a U.S. citizen, a juridical entity organized under the
laws of the United States (or a political subdivision thereof), or an-
other juridical entity owned or controlled by such a juridical entity
or U.S. citizen. The term ‘‘own’’ is defined as having more than a
50 percent interest. The term ‘‘control’’ is defined as the actual abil-
ity to have substantial influence on corporate behavior, which is
presumed to exist where there is at least a 25 percent interest.

Title VII of the 1930 Act does not contain a definition of buyer
or purchaser because Title VII of the 1930 Act does not require
that a sale of the subject merchandise be made to a U.S. entity for
an antidumping investigation to be commenced. Instead, Title VII
of the 1930 Act requires that the subject merchandise enter the
United States for consumption.

Because ocean-going vessels are technically not imported or en-
tered for consumption in the United States, however, the Ship-
building Agreement and the new Title VIII would permit investiga-
tions to be commenced only when a vessel is sold directly or indi-
rectly to a U.S. buyer.

Ownership interest: With respect to the definition of a ‘‘buyer’’ in
paragraph 861(5), paragraph 861(7) defines the term ‘‘ownership
interest’’ as including any contractual or proprietary interest allow-
ing the beneficiary to take advantage of the operation of a vessel
in a manner substantially comparable to an owner. Paragraph
861(5) automatically includes leases or bareboat charters as being
ownership interests.

In an antidumping investigation under Title VII of 1930 Act,
Commerce may determine that a lease is equivalent to a sale under
paragraph 771(19) after considering the terms of the lease, com-
mercial practice within the industry, the circumstances of the
transaction, whether the product subject to the lease is integrated
into the operations of the lessee or importer, whether in practice
there is a likelihood that the lease will be continued or renewed for
a significant period of time, and other relevant factors, including
whether the lease transaction would permit avoidance of antidump-
ing or countervailing duties.

Vessel; Respondents subject to investigation: The new paragraph
861(8) defines ‘‘vessel’’ as a self-propelled seagoing vessel of 100
gross tons or more used for transportation of goods or persons or
for performance of a specialized service (including icebreakers and
dredgers) and a tug of 365 kilowatts or more, as long as it is pro-
duced in a Shipbuilding Agreement Party or in a country that is
neither a Shipbuilding Agreement Party nor a member of the WTO.
Accordingly, respondents in injurious-pricing investigations must
be from countries that are parties to the Shipbuilding Agreement
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or from countries that are neither parties to the Shipbuilding
Agreement nor members of the WTO. Thus, if a producer is from
a country that is a member of the WTO but is not a party to the
Shipbuilding Agreement, the new Title VIII remedy may not be uti-
lized.

By contrast, Title VII of the 1930 Act (paragraph 771(16)) pro-
vides that a respondent may be from any country, even if it is not
a member of the WTO, as long as the product is imported or sold
for importation into the United States. This distinction between
Title VII of the 1930 Act and the new Title VIII arises out of con-
cern that an injurious-pricing action against a WTO member that
agreed to be bound only by the rules of the WTO but not the provi-
sions of the Shipbuilding Agreement may be subject to challenge as
being inconsistent with U.S. obligations under the WTO.

The new paragraph 861(8) also excludes from the definition of
‘‘vessel’’ and, thereby from the application of the injurious-pricing
provisions in the Shipbuilding Agreement, certain fishing vessels,
military vessels, military reserve vessels, and certain other vessels
sold before the entry into force of the Shipbuilding Agreement. For
purposes of the new Title VIII, this section also defines the terms
‘‘self-propelled seagoing vessel,’’ and ‘‘military vessel.’’ The defini-
tion of ‘‘military reserve vessel’’ was removed from this section
since S. 1216 was reported by the Finance and Commerce Commit-
tees. As a result, any prior legislative history defining this term
does not apply.

Like vessel: The new paragraph 861(9) defines a ‘‘like vessel’’ as
a vessel of the same type, purpose, and approximate size as the
subject vessel and possessing characteristics closely resembling
those of the subject vessel. This definition of ‘‘like vessel’’ in the
new Title VIII is analogous to the definition of ‘‘like product’’ in
Title VII of the 1930 Act.

Under Title VII of the 1930 Act, paragraph 771(10) defines a ‘‘do-
mestic like product’’ as a product which is like, or in the absence
of like, most similar in characteristics and uses with, the article
subject to investigation.

The Committee recognizes that ocean-going vessels are fre-
quently built to unique specifications. Accordingly, the Committee
intends that, under the appropriate circumstances, there may be
some minor variation in size and equipment between like vessels.

Material injury: The new paragraph 861(16) defines ‘‘material in-
jury’’ as harm that is not inconsequential, immaterial, or unimpor-
tant. In making its determination whether an industry in the
United States is or has been materially injured by reason of the
sale of the subject vessel, the new paragraph 861(16)(B) would re-
quire the ITC to consider the sale of the subject vessel, the effect
of the sale of the subject vessel on prices in the United States for
a domestic like vessel, and the impact of the sale of the subject ves-
sel on domestic producers of a domestic like vessel, but only in the
context of production operations in the United States. In addition,
the ITC may consider such other economic factors as are relevant
to the material-injury determination.

In considering the sale of the subject vessel for purposes of deter-
mining material injury, the new paragraph 861(16)(C)(i) would re-
quire the ITC to ascertain whether the sale, either in absolute
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terms or relative to production or demand in the United States, in
terms of either volume or value, is or has been significant.

In evaluating the effect of the sale of the subject vessel on prices,
paragraph 861(16)(C)(ii) specifies that the ITC consider whether
there has been significant underselling of the subject vessel as com-
pared with the price of a domestic like vessel and whether the ef-
fect of the sale otherwise depresses or has depressed prices to a sig-
nificant degree or prevents or has prevented price increases, which
otherwise would have occurred, to a significant degree.

Finally, in evaluating the impact on the domestic industry, the
new paragraph 861(16)(C)(iii) requires evaluation of all relevant
economic factors having a bearing on the state of the U.S. industry,
including actual and potential decline in output, sales (or offers for
sale), market share, profits, productivity, return on investments,
and utilization of capacity; factors affecting domestic prices; actual
and potential negative effects on cash flow, employment, wages,
growth, ability to raise capital, and investment; actual and poten-
tial negative effects on the existing development and production ef-
forts of the domestic industry; and the magnitude of the injurious-
pricing margin. All factors are to be evaluated within the context
of the business cycle and conditions of competition that are distinc-
tive to the domestic industry.

Paragraph 771(7)(B) of Title VII of the 1930 Act requires the ITC
to consider the volume of subject imports in determining whether
a domestic industry is materially injured by reason of such imports.
The definitions of ‘‘material injury’’ and the requirements for deter-
mining material injury under the new Title VIII are analogous. Dif-
ferences between the two titles are merely intended to account for
the particular characteristics of the shipbuilding industry and the
requirements of the Shipbuilding Agreement.

Nonetheless, with respect to the consideration of volume in deter-
mining material injury under the new Title VIII, the Committee
recognizes that, unlike antidumping cases, injurious-pricing pro-
ceedings will normally involve the sale of only one vessel. There-
fore, it is the Committee’s view that, depending upon the cir-
cumstances of a particular investigation, the sale of one vessel at
an injurious price may be sufficient to satisfy the volume criterion
under the new Title VIII, whereas, it would be an unusual case in
which a single sale would be considered a significant volume under
Title VII. In addition, the Committee intends consideration of the
‘‘sale’’ under Title VIII to include the number of sales, tonnage, and
value represented by that sale or sales, as appropriate.

Moreover, as discussed above concerning section 801, Title VIII
provides that there must be a demonstration that there is or has
been material injury by reason of the sale of the vessel or vessels
in question. Accordingly, the material-injury provision under Title
VIII is drafted to permit consideration of whether the sale of the
subject vessel has caused price depression or suppression.

Threat: The new paragraph 861(16)(E) specifies that in determin-
ing whether a U.S. industry is threatened with material injury by
reason of the sale of the subject vessel, the ITC is to consider,
among other relevant economic factors, any existing unused pro-
duction capacity or imminent, substantial increase in production
capacity in the exporting country indicating the likelihood of sub-
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stantially increased sales of a foreign like vessel to U.S. buyers,
taking into account the availability of other export markets to ab-
sorb any additional exports; whether the sale of a foreign like ves-
sel or other factors indicate the likelihood of significant additional
sales to U.S. buyers; whether the sale of the subject vessel or sale
of a foreign like vessel by the foreign producer is at a price that
is likely to have a significant depressing or suppressing effect on
domestic prices, and is likely to increase demand for further sales;
the potential for product shifting; the actual and potential negative
effects on the existing development and production efforts of the
domestic industry; and any other demonstrable adverse trends that
indicate the probability that there is likely to be material injury by
reason of the sale of the subject vessel.

These criteria under the new Title VIII for determining threat of
material injury in an injurious-pricing investigation are analogous
to the criteria under paragraph 771(7)(F) in Title VII of the 1930
Act that the ITC is to consider in determining threat of material
injury by reason of dumped imports. The only differences in the
threat criteria between the two titles are intended to account for
the particular characteristics of the shipbuilding industry and the
requirements of the Shipbuilding Agreement. Therefore, except
when necessary to account for these differences, the ITC should
apply the threat criteria in Title VIII in the same manner as under
Title VII of the 1930 Act.

The Committee notes, however, that although both Title VII of
the 1930 Act and the new Title VIII make reference to ‘‘substan-
tially increased sales’’ in the threat section, the increase in sales
of a foreign like vessel or the increase in production capacity may,
in appropriate circumstances, satisfy the Title VIII criterion even
though such increase may not be sufficient in most cases in the
context of a threat determination under Title VII of the 1930 Act.
The ITC’s consideration of ‘‘sale’’ in determining threat of material
injury under the new Title VIII includes the number of sales, ton-
nage, and value represented by that sale or sales. Because there
may be no more than one sale in most instances, the ITC need not
focus on evidence of increased past sales in determining the likeli-
hood of future sales.

Cumulation: Under the new paragraph 861(16)(F), the ITC would
be required, subject to certain exceptions, to assess cumulatively
the effects of sales of foreign like vessels from all foreign producers.
The new paragraph 861(16)(F) provides that the ITC must conduct
a cumulative analysis with respect to petitions filed on the same
day, investigations self-initiated on the same day, or petitions filed
and investigations self-initiated on the same day, if the foreign pro-
ducers of the subject vessels compete with each other and with pro-
ducers of a domestic like vessel in the U.S. market.

These requirements regarding cumulative analysis by the ITC
under the new Title VIII are analogous to the provisions in para-
graph 771(7)(G) of Title VII of the 1930 Act with respect to a cumu-
lative assessment by the ITC of the volume and effects of imports
of subject merchandise from all foreign countries. Therefore, the
rules regarding the types of investigations that must be cumulated
under Title VII of the 1930 Act and the new Title VIII are intended
to be the same.
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The only difference between the two titles in final determinations
in which the ITC performs a cumulative analysis concerns the use
of the record compiled in the first investigation in which the ITC
makes a final determination. In antidumping cases under Title VII
of the 1930 Act, the ITC is generally required to use such a record.
However, in injurious-pricing investigations under Title VIII, the
ITC may, but would not be required to use this record. The reason
for the difference is that some of the new Title VIII investigations
may be delayed for long periods of time in order to obtain cost-of-
production information, and use of the record in the first investiga-
tion may, therefore, not be appropriate for purposes of conducting
a cumulative analysis.

Interested party: The new paragraph 861(17) defines ‘‘interested
party’’ as the foreign producer, seller (other than the foreign pro-
ducer), and the U.S. buyer of the subject vessel, or a trade or busi-
ness association a majority of whose members are the foreign pro-
ducer, seller, or U.S. buyer of the subject vessel; the government
of the country in which the subject vessel is produced or manufac-
tured; a producer that is a member of an industry; a certified union
or recognized union or group of workers which is representative of
an industry; a trade or business association a majority of whose
members are producers in an industry; and an association a major-
ity of whose members is composed of interested parties listed
above.

Except to account for the particular characteristics of the ship-
building industry, this definition of ‘‘interested party’’ is analogous
to the definition of ‘‘interested party’’ under paragraph 771(9) in
Title VII of the 1930 Act. However, the new paragraph 861(17)(G)
would also permit a purchaser to be an interested party in counter-
measure proceedings if, after the effective date of an order impos-
ing countermeasures under the new section 807, the purchaser en-
tered into a contract of sale with the foreign producer that is sub-
ject to the order. Giving such parties interested party status would
permit them to participate in proceedings before Commerce to de-
termine the scope and duration of countermeasures.

Section 5103. Enforcement of countermeasures
Section 5103 would amend Part II of Title IV of the Tariff Act

of 1930 to provide the U.S. Customs Service with the authority to
deny any request for a permit to lade or unlade passengers, mer-
chandise, or baggage from or onto vessels listed by Commerce as
being subject to countermeasures. Subsection 5103(b) provides for
certain limited exceptions to this rule.

Unlike the WTO Antidumping Agreement, the Shipbuilding
Agreement, as reflected in this section, specifically provides for the
imposition of countermeasures if the foreign shipyard in question
does not pay the injurious-pricing charge assessed against it. The
antidumping law permits the assessment of an antidumping duty
on future entries of merchandise subject to an antidumping order;
U.S. law does not permit the imposition of countermeasures in the
dumping context.
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Section 5104: Judicial review in injurious pricing and counter-
measure proceedings

Section 5104 amends the Tariff Act of 1930 to add section 516B,
which provides that interested parties may challenge Commerce
and ITC final determinations before the Court of International
Trade, with subsequent appeal to the U.S. Court of Appeals for the
Federal Circuit. In such cases, the applicable standard of review is
whether the determination is ‘‘unsupported by substantial evidence
on the record, or otherwise not in accordance with law.’’ In addi-
tion, certain preliminary determinations and countermeasure de-
terminations may be challenged. In these cases, the standard of re-
view is whether the determination is ‘‘arbitrary, capricious, an
abuse of discretion, or otherwise not in accordance with law.’’

Section 516B is analogous to the judicial review procedures and
standards of review provided for in section 516A of the Tariff Act
of 1930 in antidumping and countervailing duty investigations
under Title VII of the 1930 Act. Therefore, the Committee intends
that section 516B provide essentially analogous opportunities for
judicial review as under section 516A. The differences are intended
to take into account the differences in the two types of investiga-
tions, especially the imposition of countermeasures and the absence
of comparable administrative reviews and sunset reviews under
Title VIII.

B. SUBTITLE B—OTHER PROVISIONS

Section 5201: Equipment and repair of vessels
Section 5201 amends section 466 of the Tariff Act of 1930, by

adding a new subsection (i). The new subsection provides that the
equipment supplied and repairs made in a Party to the Shipbuild-
ing Agreement on U.S.-flagged vessels of a type covered under the
Shipbuilding Agreement, as well as U.S.-flagged, integrated tug-
barges or tug-barge combinations, are not subject to the 50-percent
ad valorem duty imposed under subsection 466(a) of the Tariff Act
of 1930 on the cost of such equipment and repair made in a foreign
country on a U.S.-flagged vessel.

Section 5201 implements the provision in the Shipbuilding
Agreement that prohibits the collection of duties on vessel repairs
made in a Party to the Shipbuilding Agreement. Accordingly, U.S.
law must be changed to eliminate the duty if the repairs to a U.S.-
flagged vessel are made in a Shipbuilding Agreement Party. Al-
though not specifically covered by the Shipbuilding Agreement, this
section also applies to integrated tug-barges and tug-barge com-
binations (provided that the barge is of 100 gross tons or more and
the tug is of 365 kilowatts or more) because they share many of
the same characteristics as vessels covered by the Shipbuilding
Agreement. However, the duty would remain in place if the repairs
are made in a country that is not a Party to the Shipbuilding
Agreement.

Section 5202. Effect of agreement with respect to private remedies
Section 5202 clarifies that no person other than the United

States may assert any cause of action or defense under the Ship-
building Agreement, or may challenge any action or inaction by the
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United States, the District of Columbia, any State, U.S. territory,
or U.S. possession on the grounds that it is inconsistent with the
Agreement. The implementing legislation of other trade agree-
ments, such as subsection 102(c) of the Uruguay Round Agree-
ments Act (Public Law 103-465) and subsection 102(c) of the North
American Free Trade Agreement Implementation Act (Public Law
103-182), have essentially identical provisions to limit private rem-
edies under those trade agreements. The Committee intends that
section 5202 provide the same limitations with respect to private
remedies as in the Uruguay Round Agreements Act and the North
American Free Trade Agreement Implementation Act.

Section 5203. Implementing regulations
Section 5203 authorizes relevant agencies to issue regulations, as

may be necessary to ensure that the amendments made by this leg-
islation implemented on the date that the Shipbuilding Agreement
enters into force with respect to the United States.

The Committee intends that the relevant agencies take steps to
ensure through regulation that the amendments made by this leg-
islation are appropriately implemented upon entry into force. With
respect to injurious pricing, the Committee expects that regulations
would be modeled after regulations implementing Title VII of the
1930 Act wherever possible, making only those changes neces-
sitated by the differences between existing law and the amend-
ments made by this legislation.

Section 5204. Amendments to the Merchant Marine Act, 1936
Section 5204 makes several changes to the Merchant Marine Act,

1936, which fall within the jurisdiction of the Senate Committee on
Commerce, Science, and Transportation and are explained in Sen-
ate Report 105–154.

Section 5205. Applicability of title XI amendments
Section 5205 makes certain changes to Title XI of the Merchant

Marine Act, 1936, which fall within the jurisdiction of the Senate
Committee on Commerce, Science, and Transportation and are ex-
plained in Senate Report 105–154.

Section 5206. Monitoring and enforcement
Section 5206 requires USTR to establish a program to monitor

other Shipbuilding Agreement parties’ compliance with the terms
of the Shipbuilding Agreement, which should include the establish-
ment of an inter-agency task force and consultations with U.S. em-
bassies, industry, labor, and other interested parties. USTR is also
required to submit an annual report to Congress on USTR’s mon-
itoring activities, the results of its consultations, and other parties’
compliance with the Agreement. This section also provides that
USTR should vigorously use the consultation procedures under the
Shipbuilding Agreement if it receives information that a Shipbuild-
ing Agreement Party is materially violating the Agreement in a
manner that is detrimental to U.S. interests. If the matter is not
otherwise resolved through consultation, USTR is directed to use
the dispute settlement procedures provided for under the Ship-
building Agreement to redress the situation.
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Section 5207. Jones Act and related laws not affected
Section 5207 clarifies the relationship between the requirements

of the Shipbuilding Agreement and the Merchant Marine Act, 1920
(46 App. U.S.C. 861 et seq.), the Act of June 19, 1886 (46 App.
U.S.C. 289), or any other provision of law set forth in Accompany-
ing Note 2 to Annex II of the Shipbuilding Agreement (referred to
collectively as the ‘‘Jones Act’’). This provision falls within the ju-
risdiction of the Senate Committee on Commerce, Science, and
Transportation and are explained in Senate Report 105–154.

Section 5208. Withdrawal from Shipbuilding Agreement
Subsection 5208(a) requires the President to give notice of with-

drawal by the United States from the Shipbuilding Agreement
(under Article 14 of that Agreement) as soon as practicable (nor-
mally within two to four weeks) after one or more Shipbuilding
Agreement Parties accounting for a specified tonnage of new Ship-
building Agreement vessel construction (which does not include
vessel repair) gives notice of intention to withdraw. However, the
President may not implement the United States’ withdrawal from
the Agreement under this subsection until such foreign parties
have actually withdrawn from the Agreement. This subsection also
provides that the President may terminate the notice of withdrawal
if one or more of the Shipbuilding Agreement Parties terminates its
(their) notice(s) of withdrawal and that any Parties still intending
to withdraw account for less than the specified tonnage of new
Shipbuilding Agreement vessel construction.

Subsection 5208(b) sets out procedures for withdrawal of congres-
sional approval of the Shipbuilding Agreement when a Shipbuild-
ing Agreement Party undertakes responsive measures pursuant to
a determination under the Shipbuilding Agreement that the Jones
Act has significantly undermined the balance of rights and obliga-
tions under the Agreement. Under these procedures, subsection
5208(b)(1) requires the President to notify the Senate Committees
on Finance and Commerce, Science and Transportation, and the
House Committees on Ways and Means and National Security
upon notice by a Shipbuilding Agreement Party of intention to
apply such responsive measures under paragraph 2.e of Annex II
B of the Shipbuilding Agreement and the applicable date of such
measures. The President should provide this notice to the commit-
tees as soon as practicable, normally within two to four weeks of
the notice by the Shipbuilding Agreement Party.

The term ‘‘applicable date’’ is defined in subsection 5208(b)(5) as
the date on which the responsive measures are first scheduled to
be applied by the Shipbuilding Agreement Party. In some cases,
the notification by the Shipbuilding Agreement Party of its inten-
tion to apply responsive measures will not specify the date those
measures may first be applied. In these instances, USTR should
make every effort to determine the applicable date of the respon-
sive measures from the Shipbuilding Agreement Party. Once that
date is determined, the President is to issue as soon as practicable,
a second notification to the Senate Committees on Finance and
Commerce, Science, and Transportation, and the House Commit-
tees on Ways and Means and National Security, informing the com-
mittees of the applicable date. If USTR is unable to ascertain the
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applicable date, the President shall so inform the committees and
the date of the President’s first notification to the committees shall
be deemed to be the applicable date of the responsive measures.

While the President should consult with the appropriate Con-
gressional committees in the event that the OECD Parties Group
authorizes one or more Shipbuilding Agreement Parties to under-
take responsive measures pursuant to paragraph 2.e of Annex II B,
such authorization alone does not require formal notification man-
dated by subsection 5208(b)(1). Rather, it is the intention of the
Committee that the President issue the formal notification required
by subsection 5208(b)(1) only after the OECD Parties Group has
authorized the undertaking of responsive measures and a govern-
ment entity of one or more Shipbuilding Agreement Parties has
issued a notice of intention to apply such measures.

Subsection 5208(b)(2) provides that, as of the applicable date of
the responsive measures, Congress may consider and adopt a joint
resolution providing for withdrawal of Congressional approval of
the Shipbuilding Agreement. Under subsections 5208(b) (3) and (4)
such a resolution may be introduced by any Member at any time
on or after the applicable date. Congress then has 90 legislative
days from the applicable date to transmit the resolution to the
President; the Senate Committee on Finance and the House Com-
mittee on Ways and Means have up to 45 of those days to report
the resolution or they are automatically discharged. If the Presi-
dent then vetoes the resolution, each House has 15 legislative days
to vote to override the veto. Under subsection (b)(4)(B)(ii), the reso-
lution would be subject to the ‘‘fast track’’ rules of section 152 of
the Trade Act of 1974.

Subsection 5208(b)(4)(B)(iv)(III) specifies that it would not be in
order for Congress to consider a joint resolution or vote to override
a Presidential veto of the joint resolution if the President notifies
the appropriate Congressional committees that the decision to
apply the relevant responsive measures has been withdrawn and
the measures have not yet been applied. Furthermore, subsection
5208(b)(4)(C) states that it would not be in order for either the
House of Representatives or the Senate to consider another joint
resolution (other than a joint resolution received from the other
House), if that House has already voted on a joint resolution for
withdrawal from the Shipbuilding Agreement with respect to the
same Presidential notification regarding the implementation of re-
sponsive measures.

Subsection 5208(c) provides procedures for the Senate Committee
on Commerce, Science and Transportation and the House Commit-
tee on National Security to report an original bill on an expedited
basis that would restore those provisions of the Merchant Marine
Act of 1936, as amended, that are modified by section 5204 of this
title, but would not be restored by subsection 5301(b) in the event
that the United States withdraws from the Shipbuilding Agree-
ment. Any changes authorized by such legislation would take effect
on the date of the United States’ withdrawal.
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Section 5209. Expanding membership in the Shipbuilding Agree-
ment

Section 5209 requires USTR to monitor the policies and practices
of countries that are not parties to the Shipbuilding Agreement and
to seek the accession of countries that have significant commercial
shipbuilding and repair industries, including Australia, Brazil,
India, the People’s Republic of China, Poland, Romania, Singapore,
the Russian Federation, and Ukraine. USTR is also required to
provide Congress with an annual report on its efforts to expand
membership in the Shipbuilding Agreement.

Section 5210. Protection of United States security interests
Section 5210 clarifies the relationship between the requirements

of the Shipbuilding Agreement and the protection of U.S. security
interests. This provision is within the jurisdiction of the Senate
Committee on Commerce, Science, and Transportation and is ex-
plained in Senate Report 105–154.

Section 5211. Definitions
Section 5211 defines various terms for purposes of this title.
The term ‘‘appropriate committees’’ refers to the Senate Commit-

tees on Finance and Commerce, Science, and Transportation and
the House Committees on Ways and Means and National Security.

The terms ‘‘Shipbuilding Agreement,’’ ‘‘Shipbuilding Agreement
Party,’’ ‘‘Shipbuilding Agreement vessels,’’ and ‘‘Export Credit Un-
derstanding’’ have the same meanings as in subsections (h), (i), (j),
and (k) of section 905 of the Merchant Marine Act, 1936 (as added
by section 5204 of this title), respectively.

The term ‘‘GATT 1994’’ has the same meaning as in section 2 of
the Uruguay Round Agreements Act (19 U.S.C. 3501).

This section also defines the term ‘‘military vessel.’’ The defini-
tion of ‘‘military reserve vessel’’ was removed from this section. As
a result, any prior legislative history defining this term does not
apply. Section 5210 of this title describes the process for defining
‘‘military reserve vessel’’ where appropriate.

C. SUBTITLE C—EFFECTIVE DATE

Section 5301. Effective date
Subsection 5301(a) provides that the amendments made by this

title take effect on the date that the Shipbuilding Agreement enters
into force with respect to the United States. It is the expectation
of the Committee that the Shipbuilding Agreement is unlikely to
enter into force with respect to the United States before January
1, 2001, when the current terms of the Title XI program under the
Merchant Marine Act, 1936, expire with respect to Shipbuilding
Agreement vessels.

Subsection 5301(b) also provides that if the United States with-
draws from the Shipbuilding Agreement for any reason, this title
and all changes to U.S. law made by this title would cease to have
effect as of the date of the withdrawal. This provision also clarifies
that any vessel deemed to be a privately-owned United States-flag
vessel as a result of changes made by this legislation would con-
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tinue to maintain that status for certain purposes of the Merchant
Marine Act, 1936, after the date of the United States’ withdrawal.

F. TITLE VI—MISCELLANEOUS TRADE AND TARIFF PROVISIONS

1. Subtitle A—Legislation to Extend Permanent Normal Trade
Relations (NTR) Tariff Treatment to Imports from Mongolia

This subtitle authorizes the extension of permanent normal trade
relations (NTR) tariff treatment to imports from Mongolia.

A. BACKGROUND

Mongolia’s NTR status is currently governed by Title IV of the
Trade Act of 1974, as amended by the Customs and Trade Act of
1990 (Title IV of the 1974 Act). Section 402 of the 1974 Act (also
known as the Jackson-Vanik amendment) sets forth requirements
relating to freedom of emigration, which must be met or waived by
the President in order for the President to grant nondiscriminatory,
NTR status to nonmarket-economy countries. Title IV of the 1974
Act also requires that a trade agreement remain in force between
the United States and a nonmarket-economy country receiving
NTR status and sets forth minimum provisions which must be in-
cluded in such agreement.

The United States and Mongolia concluded a trade agreement on
January 23, 1991, which, among other things, provides for the pro-
tection of intellectual property and the promotion and facilitation
of trade between the two countries. The United States and Mongo-
lia also signed a bilateral investment treaty on October 6, 1994.

On January 23, 1991, the President issued a waiver of the Jack-
son-Vanik freedom-of-emigration requirements for Mongolia. On
October 31, 1991, Congress passed a joint resolution (H.J. Res. 281)
approving NTR for Mongolia, which the President signed on No-
vember 13, 1991 (P.L. 102–157). On September 4, 1996, the Presi-
dent determined that Mongolia was in full compliance with the
freedom-of-emigration criteria listed in sections 402 and 409 of the
1974 Act. This finding allows for the continuation of NTR status
for Mongolia without the requirement of a waiver, but requires the
President to submit semiannual reports to Congress regarding
Mongolia’s continued compliance with the freedom-of-emigration re-
quirements of Title IV of the 1974 Act. The most recent report was
submitted to the Congress on July 1, 1998.

In his July 1998 report, the President noted that all current in-
formation indicates that the emigration laws and practices of Mon-
golia continue to satisfy the criteria of sections 402 and 409 of the
1974 Act. Specifically, Mongolia’s ‘‘Law on Emigration and Private
Trips of Mongolian Citizens Abroad’’ has been in effect since Feb-
ruary 1, 1994. That law gives Mongolian citizens the right to move
freely within the country, travel and emigrate, and return to Mon-
golia. The President further reported that these rights are exer-
cised in fact, and that there are no outstanding emigration cases
involving the United States and no divided family cases in Mongo-
lia.

The President’s report also noted that Mongolia continues to
maintain a positive human rights record, that the Mongolian Con-
stitution’s protections for freedom of speech, press and expression
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and for an independent judiciary are respected in practice, and that
the country ‘‘continues to demonstrate the strength of its democ-
racy.’’

Mongolia joined the World Trade Organization (WTO) on Janu-
ary 29, 1997. Because the conditional NTR afforded by Title IV of
the 1974 Act is inconsistent with the obligation under WTO rules
to give all WTO member countries unconditional NTR treatment,
the United States invoked Article XIII of the Agreement Establish-
ing the World Trade Organization, which allows the United States
to withhold application of the WTO Agreements with respect to
Mongolia. Non-application will continue for as long as Mongolia re-
mains subject to Title IV of the 1974 Act.

B. GENERAL DESCRIPTION OF SUBTITLE

Section 6001. Congressional findings
Section 6001 of this subtitle sets forth seven congressional find-

ings that support removing Mongolia from the requirements of
Title IV of the 1974 Act and permanently extending nondiscrim-
inatory, NTR status to the products of Mongolia:

1. Mongolia has received conditional NTR under Title IV of
the 1974 Act since 1991 and has been found to be in full com-
pliance with the requirements of Title IV of the 1974 Act;

2. Mongolia has made substantial progress in building a
democratic political system and a free-market economic sys-
tem;

3. Mongolia had its third election under its new constitution
in 1996, which resulted in a peaceful transfer of governmental
power;

4. Mongolia and the United States signed a bilateral trade
agreement in 1991 and a bilateral investment treaty in 1994;

5. Mongolia has joined the WTO;
6. Mongolia has demonstrated a strong desire to build a

friendly and cooperative relationship with the United States;
and

7. By extending unconditional NTR to Mongolia, the United
States would be able to avail itself of all rights under the WTO
with respect to that country.

Section 6002. Termination of application of Title IV of the Trade
Act of 1974 to Mongolia

Section 6002 of this subtitle authorizes the President to deter-
mine that Title IV of the 1974 Act should no longer apply to Mon-
golia. After making such a determination, the President would
have the authority to proclaim the permanent extension of uncondi-
tional NTR treatment to the products of Mongolia.

2. Subtitle B—Legislation Implementing Certain Miscellaneous
Tariff Provisions

Subtitle B of Title VI implements a number of miscellaneous pro-
visions relating to the duty treatment of certain fabrics; the tem-
porary suspension of duties for the personal effects of participants
in certain world athletic events; expansion of a production incentive
program for U.S. insular possessions; the importation of gum ara-



64

bic; and the duty drawback rules relating to inputs used in the
manufacture of certain mobile offshore drilling units.

A. BACKGROUND AND GENERAL DESCRIPTION OF SECTIONS

Section 6101. Duty treatment of certain fabrics
This section corrects a competitive imbalance in the tariff sched-

ule that favors foreign production of wool suits at the expense of
U.S. suit makers. Because of an inverted tariff, imports of wool fab-
ric used to make wool suits are subject to a higher rate of duty
(31.7 percent) than imports of the wool suits (which are subject to
a compound rate of duty of 31.7 cents per kilogram plus 19.6 per-
cent ad valorem, or the equivalent of 20.2 percent ad valorem, ex-
cept for imports from Canada, which are duty-free, and imports
from Mexico, which have a 3.4 percent duty, pursuant to HTS
heading 6203.11.20).

Section 6101 corrects this tariff inversion by temporarily reduc-
ing or suspending, through December 31, 2004, the duties on cer-
tain imports of fine wool fabric used to make suits, suit-type jack-
ets and trousers. Under this section, the duty is temporarily sus-
pended on imports of wool fabric that are certified by the importer
as ‘‘Super 90s’’ or higher grade. The duty on imports of wool fabric
certified by the importer to be ‘‘Super 70s’’ or ‘‘Super 80s’’ grade
fabric is reduced to 20.2 percent. In addition, if the President pro-
claims a staged rate reduction with respect to wool suit-type jack-
ets, this section provides that corresponding changes would be
made to the tariffs applicable to ‘‘Super 70s’’ and ‘‘Super 80s’’ wool
fabric. The Committee has relied on the tariff for wool suit-type
jackets as the benchmark because, at 20.2 percent, it is the simple
ad valorem equivalent of the tariff on wool suits. The Committee
notes that once the Uruguay Round tariff cuts have been phased
in, the tariffs on wool suits and wool suit-type jackets will be the
same—17.5 percent ad valorem.

Section 6102. Temporary duty suspension for personal effects of par-
ticipants in certain world athletic events

Under current law, U.S. Customs Service inspectors have the dis-
cretion to allow certain articles, not intended for sale or distribu-
tion, to be brought into the United States in connection with inter-
national athletic events on a duty-free basis. Persons seeking such
duty-free treatment are obliged, however, to comply with certain
filing requirements which significantly lengthen the entry process.
Section 6102 reduces the need for these paperwork requirements
by providing temporary duty-free entry for the personal effects and
athletic equipment of participants and others in certain inter-
national sporting events, while retaining the ability of Customs
Service inspectors to inspect all imports, regardless of their duty
status. This section does not allow products to come into the United
States that would be barred under existing law, but will help make
the customs process as smooth as possible for upcoming inter-
national athletic events, such as the 2002 Salt Lake City Winter
Olympics.

Subsection 6102(a) adds HTS heading 9902.98.08 to temporarily
suspend through December 31, 2003, the imposition of duties on



65

the personal effects of participants in, officials of, or accredited
members of delegations to (and persons who are immediate family
members of or servants to such persons) certain world athletic
events, provided such items are not intended for sale or distribu-
tion to the public. These events are the 1999 International Special
Olympics, the 1999 Women’s World Cup Soccer, the 2001 Inter-
national Special Olympics, the 2002 Salt Lake City Winter Olym-
pics, and the 2002 Winter Paralympic Games. The suspension ap-
plies also to other articles, not intended for sale or distribution to
the public, such as equipment and materials imported in connec-
tion with such events, as well as articles to be used in exhibitions
depicting the culture of a country participating in any such event.

Subsection 6102(b) exempts from taxes and fees all articles de-
scribed in subsection 6102(a). Subsection 6102(c) clarifies that the
articles described in subsection 6102(a) shall not be free or other-
wise exempt or excluded from routine or other inspections as may
be required by the Customs Service. Subsection 6102(d) provides
that this section applies to articles entered, or withdrawn from
warehouse, for consumption on or after October 1, 1998.

The Committee on Finance expects that the Customs Service,
and other relevant agencies, will cooperate with the organizing
committees of the various athletic events described in this section,
to facilitate the entry of the athletes, officials and other partici-
pants in such events. The practices and procedures developed dur-
ing the Centennial Olympic Games in Atlanta, Georgia to facilitate
the entry of goods covered under the statute, while preserving the
traditional inspection authority of the United States Customs Serv-
ice, have been cited as having been highly successful and effective.
The Committee intends that subsection 6102(c) simply reaffirms
the authority of the Customs Service to implement practices and
procedures, such as those implemented for the Centennial Olympic
Games, to facilitate the entry of persons for upcoming international
athletic events.

Section 6103. Extension of U.S. insular possessions program
The United States has long recognized the importance of encour-

aging the economic development of U.S. insular possessions. Under
current law, additional U.S. note 5 to chapter 91 of the HTS pro-
vides limited duty-free treatment with respect to certain watches
and watch movements produced in insular possessions (i.e., Virgin
Islands, Guam and Samoa) and duty refunds based on the amount
of wages paid to produce such watches in the insular possessions.
The note 5 program is intended to counteract the lack of natural
resources and other competitive disadvantages of the insular pos-
sessions. In part because of this program, the watch manufacturing
industry plays a significant role in the economies of the insular
possessions, particularly the Virgin Islands where it provides high-
skill, high-wage employment to approximately 200 workers.

Section 6103 makes certain articles of fine jewelry, specifically
jewelry articles of silver, gold or platinum under HTS heading
7113, produced in insular possessions, eligible for certain note 5
benefits. In particular, subsection 6103(a) adds an additional U.S.
note 3 to chapter 71 of the HTS. Paragraph (a) of the new note 3
permits the inclusion of wages paid for jewelry production in the
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insular possessions as an offset to duties paid on watches, watch
movements and parts imported into the United States, as currently
authorized by additional U.S. note 5 to Chapter 91 of the HTS.
Paragraph (b) of note 3 provides that the extension of note 5 bene-
fits to jewelry may not result in any increase in the authorized
amount of benefits established by note 5 and paragraph (c) of note
3 provides that this provision shall not diminish the benefits cur-
rently available to watch producers under paragraph (h)(iv) of Note
5 to chapter 91. Paragraph (d) requires the Secretary of Commerce
and the Secretary of the Interior to issue regulations to carry out
this provision. Recognizing that the establishment of full-scale jew-
elry production in the insular possessions will require a transition
period, the Committee intends that the Secretaries will develop and
administer their regulations in a manner that will promote jewelry
production in the insular possessions.

Section 6104. Gum arabic
Gum arabic is a naturally occurring product that is exuded from

the stems and branches of the acacia tree. This process can occur
only in precise climatic conditions, such as those found in the
Sudan. Gum arabic is the key ingredient in a variety of soft drinks,
baking and confectionary items, dietary fiber products, pharma-
ceuticals and other industrial applications. In many of these prod-
ucts, there is no suitable alternative ingredient to the use of gum
arabic.

On November 3, 1997, President Clinton issued Executive Order
13067 blocking all property and interests of the Government of
Sudan that are in the United States and prohibiting U.S. commer-
cial transactions with Sudan, including the importation into the
United States of any goods of Sudanese origin, except to the extent
that licenses are granted. At that time, President Clinton stated
that, ‘‘we intend to license only those activities that serve U.S. in-
terest,’’ including ‘‘the importation of products unavailable from
other sources, such as gum arabic.’’ Since the issuance of the execu-
tive order, however, the Department of Treasury’s Office of Foreign
Assets Control has declined to grant licenses to U.S. manufacturers
of gum arabic, beyond a one-time exemption for each company to
meet its limited contractual obligations for 1998. This decision
threatens the reliability of the supply of this product to thousands
of U.S. companies, without having a negative effect on the govern-
ment of Sudan

Section 6104 provides that, notwithstanding any other provision
of law, Executive Order 13067 shall not apply to the importation
into the United States on or before December 31, 2002, of gum ara-
bic of Sudanese origin that is described in subheadings 1301.20.00
or 1301.90.90 of the HTS.

Section 6105. Mobile offshore drilling units
Section 6105 is intended to modify the treatment of U.S.-flagged

and U.S.-owned mobile offshore drilling units for purposes of duty
drawback under section 313 of the Tariff Act of 1930, as amended.
Under current practice, the U.S. Customs Service relies principally
on the documentation and ownership of a mobile offshore drilling
unit in determining whether imported materials used in the con-
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struction of such units qualify for duty drawback. This has created
a disincentive to U.S. flagging of these units and, concomitantly, to
the use of U.S. crewmen.

Section 6105 provides limited eligibility for duty drawback pur-
poses designed to address those circumstances where a mobile off-
shore drilling unit is manufactured in the United States for use
outside U.S. territorial waters for much of its useful life. Section
6105 provides that imported materials used in the construction or
equipment of mobile offshore drilling units shall be eligible for duty
drawback undersection313 of the Tariff Act of 1930 when the unit
leaves the exclusive economic zone of the United States if it is des-
tined for operation for one year or more in international waters or
the exclusive economic zone of a foreign country. If the mobile off-
shore drilling unit reenters the exclusive economic zone of the
United States for any purpose, section 6105 would treat such re-
entry into U.S. territorial waters as an entry for customs purposes
and require the repayment of any duty drawback previously re-
ceived.

Section 6105 clarifies further that it shall have no effect on exist-
ing customs entry procedures (including the use of Temporary Im-
portation Bonds pursuant to subchapter XIII of Chapter 98 of the
Harmonized Tariff Schedule of the United States; bonded ware-
houses pursuant to section 311 of the Tariff Act of 1930, as amend-
ed; or Foreign Trade Zones pursuant to the Foreign Trade Zones
Act of 1934, as amended). Nor would section 6105 affect the cur-
rent treatment of imported materials used in the construction or
equipment of mobile offshore drilling units in any foreign trade
zone. In addition, section 6105 makes clear that it shall have no
effect whatsoever on the treatment of antidumping or countervail-
ing duties imposed under Title VII of Tariff Act of 1930, as amend-
ed, which, pursuant to section 779 of the Tariff Act of 1930, are not
eligible for duty drawback.

G. TITLE VII—LEGISLATION IMPLEMENTING REVENUE PROVISIONS

Section 7001. Expansion of Definition of Vessels Qualified for Cap-
ital Construction Fund Treatment

Background
Under section 7518 of the Internal Revenue Code (the ‘‘Code’’),

in determining taxable income for regular tax purposes, a qualified
taxpayer who owns or leases a qualified vessel (an ‘‘agreement ves-
sel’’) is allowed a deduction for certain amounts contributed to a
fund established under section 607 of the Merchant Marine Act,
1936 (a ‘‘capital construction fund’’). In addition, the investment
earnings on amounts contributed to a capital construction fund are
excluded from gross income for regular tax purposes.

If a withdrawal from a capital construction fund is used to ac-
quire, construct, or reconstruct a qualified vessel, the amount with-
drawn generally is not included in gross income and the basis of
the qualified vessel generally is reduced by the amount withdrawn
to the extent attributable to amounts previously deducted or ex-
cluded from income. In the case of any other withdrawal from a
capital construction fund, the amount withdrawn generally is in-
cluded in gross income to the extent attributable to amounts pre-
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viously deducted or excluded from income and interest on the tax
liability attributable to such inclusion generally must be paid from
the date of the deduction or exclusion.

Any term (including the definition of ‘‘agreement vessel’’) pro-
vided in section 607(k) of the Merchant Marine Act, 1936, as in ef-
fect as of the date of enactment of the Tax Reform Act of 1986, ap-
plies for purposes of section 7518. Under section 607(k) of the Mer-
chant Marine Act, 1936, as in effect as of the date of enactment of
the Tax Reform Act of 1986, an agreement vessel generally is a
vessel constructed or reconstructed in the United States (the ‘‘U.S.-
build requirement’’) and documented under the laws of the United
States (the ‘‘U.S.-flag requirement’). In addition, the person main-
taining the capital construction fund must agree with the Secretary
(of Commerce or Transportation) that the vessel will be operated
in the United States foreign trade, Great Lakes trade, or non-
contiguous domestic trade or in the fisheries of the United States.

Under present law, in order for a vessel to qualify for the tax
benefits provided through capital construction funds, the vessel
must meet certain requirements described in the Merchant Marine
Act, 1936, as in effect as of the date of enactment of the Tax Re-
form Act of 1986. Among these requirements is that the vessel
must have been constructed or reconstructed in the United States.
This requirement conflicts with a goal of the OECD shipbuilding
trade agreement, which seeks to minimize or eliminate shipbuild-
ing subsidies among the signatory nations. Thus, the Committee
amends the Code in order to conform to the definition of ‘‘agree-
ment vessel’’ as provided by Title V of this legislation.

General description of section
For purposes of section 7518 of the Code, the terms ‘‘eligible ves-

sel’’ and ‘‘qualified vessel’’ shall have the same meaning as pro-
vided in section 607(k) of the Merchant Marine Act, 1936, as
amended by Title V of this legislation. Thus, in general, for pur-
poses of the tax benefits provided by capital construction funds, an
agreement vessel will include any vessel constructed or recon-
structed in any nation that is a Party to the OECD Shipbuilding
Agreement entered into on December 21, 1994.

The provision is effective as of the date that the Shipbuilding
Agreement enters into force with respect to the United States.

Section 7002. Modification to foreign tax credit carryback and car-
ryover periods

Background
U.S. persons may credit foreign taxes against U.S. tax on foreign-

source income. The amount of foreign tax credits that can be
claimed in a year is subject to a limitation that prevents taxpayers
from using foreign tax credits to offset U.S. tax on U.S.-source in-
come. Separate foreign tax credit limitations are applied to specific
categories of income.

The amount of creditable taxes paid or accrued (or deemed paid)
in any taxable year which exceeds the foreign tax credit limitation
is permitted to be carried back two years and forward five years.
The amount carried over may be used as a credit in a carryover
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year to the extent the taxpayer otherwise has excess foreign tax
credit limitation for such year. The separate foreign tax credit limi-
tations apply for purposes of the carryover rules.

The Committee believes that reducing the carryback period for
foreign tax credits to one year and increasing the carryforward pe-
riod to seven years will reduce some of the complexity associated
with carrybacks while continuing to address the timing differences
between U.S. and foreign tax rules.

General description of section
This section reduces the carryback period for excess foreign tax

credits from two years to one year. This section also extends the
excess foreign tax credit carryforward period from five years to
seven years. This provision applies to foreign tax credits arising in
taxable years beginning after December 31, 1998.

IV. CONGRESSIONAL ACTION

The Committee considered the legislation in the form of an origi-
nal bill on July 21, 1998, and ordered it reported favorably on the
basis of a recorded vote. Title I, Subtitle C was, apart from minor
amendments, previously reported favorably by the Committee as
an original bill, S. 1278. Titles II and III were, apart from minor
amendments, previously reported favorably by the Committee as
an original bill, S. 1269. Title V, apart from minor amendments,
was previously reported favorably by both the Finance and Com-
merce Committees as an original bill, S. 1216. Title VI, Subtitle A,
without amendment, was previously reported favorably by the
Committee as S. 343.

V. VOTES OF THE COMMITTEE

In compliance with paragraph 7(b) of Rule XXVI of the Standing
Rules of the Senate, the following statements are made concerning
the roll call votes in the Committee’s consideration of the Trade
and Tariff Act of 1998.

A. MOTION TO REPORT THE BILL

The Trade and Tariff Act of 1998 was ordered favorably reported
by a roll call vote of 11 yeas and 1 nay on July 21, 1998. The vote,
with a quorum present, was as follows (proxy votes are not counted
in the total vote on a motion to order a bill reported):

Yeas.—Senators Roth, Chafee, Grassley, Hatch (proxy), D’Amato
(proxy), Murkowski (proxy), Nickles (proxy), Gramm, Lott, Jeffords,
Mack (proxy), Moynihan, Baucus, Rockefeller, Breaux, Graham
(proxy), Bryan, and Kerrey (proxy).

Nays.—Conrad and Moseley-Braun (proxy).

B. VOTES ON AMENDMENTS

(1) An amendment by Senator Conrad to add to Title II a nego-
tiating objective that trade agreements should include mechanisms
for their renegotiation in the event that provisions in the agree-
ment yield substantially worse results than anticipated failed by a
vote of 6 yeas and 14 nays.
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Yeas.—Senators Grassley, Moynihan, Baucus (proxy), Conrad,
Bryan, and Kerrey (proxy).

Nays.—Senators Roth, Chafee, Hatch, D’Amato, Murkowski,
Nickles (proxy), Gramm, Lott (proxy), Jeffords, Mack (proxy),
Rockefeller, Breaux, Graham (proxy), and Moseley-Braun (proxy).

(2) An amendment by Senators Chafee and Hatch to strike Sub-
title B of Title VI relating to the tariffs imposed on certain wool
fabric and redirect the savings to the further extension of the
Trade Adjustment Assistance program failed by a vote of 5 yeas
and 15 nays.

Yeas.—Senators Chafee, Grassley, Hatch, Lott (proxy), and Bau-
cus.

Nays.—Senators Roth, D’Amato, Murkowski (proxy), Nickles
(proxy), Gramm, Jeffords, Mack (proxy), Moynihan, Rockefeller,
Breaux, Conrad, Graham (proxy), Moseley-Braun (proxy), Bryan,
and Kerrey (proxy).

(3) An amendment by Senator Conrad to Title II to require the
President to submit to the Congress certain assurances relating to
the currency values of countries with which trade agreements are
negotiated was defeated by a vote of four yeas and 16 nays.

Yeas.—Senators Moynihan, Conrad, Bryan, and Kerrey (proxy).
Nays.—Senators Roth, Chafee, Grassley, Hatch (proxy), D’Amato

(proxy), Murkowski (proxy), Nickles (proxy), Gramm, Lott, Jeffords,
Mack (proxy), Baucus, Rockefeller, Breaux (proxy), Graham (proxy),
and Moseley-Braun (proxy).

VI. BUDGETARY IMPACT

A. COMMITTEE ESTIMATES

In compliance with sections 308 and 403 of the Congressional
Budget Act of 1974, and paragraph 11(a) of Rule XXVI of the
Standing Rules of the Senate, the following statement is made con-
cerning the estimated budget effects of the bill.
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B. BUDGET AUTHORITY AND TAX EXPENDITURES

1. BUDGET AUTHORITY

In accordance with subsection 308(a)(1) of the Budget Act the
Committee states that the Trade and Tariff Act of 1998 involves
new budget authority of $97 million over the 1999–2002 period to
cover the outlays under the NAFTA Trade Adjustment Assistance
program.

2. TAX EXPENDITURES

In accordance with subsection 308(a)(2) of the Budget Act, the
Committee state that the provisions of the Trade and Tariff Act of
1998 will result in increased tax expenditures of $15 million over
the period fiscal years 1999–2007.

C. CONSULTATION WITH CONGRESSIONAL BUDGET OFFICE

In accordance with section 403 of the Budget Act, the Committee
advises that the Congressional Budget Office has submitted the fol-
lowing statement on the budgetary impact of the Trade and Tariff
Act of 1998:

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,

Washington, DC, July 31, 1998.
Hon. WILLIAM V. ROTH, Jr.
Chairman, Committee on Finance,
U.S. Senate, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for the Trade and Tariff Act of
1998.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contact is Hester Grippando.

Sincerely,
JAMES L. BLUM

(For June E. O’Neill, Director).
Enclosure.

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

Trade and Tariff Act of 1988
Summary: The Trade and Tariff Act of 1998 is an omnibus trade

bill that would temporarily grant or renew duty reductions and
change the carryback and carryforward rules on foreign tax credits.
The Congressional Budget Office (CBO), along with the Joint Com-
mittee on Taxation (JCT), estimates that this bill would increase
receipts by $472 million over the 1999–2003 period and by $1,326
million over the 1999–2007 period. In addition, CBO estimates that
the bill would increase spending by $97 million over the 1999–2002
period.

The Trade and Tariff Act of 1998 contains no intergovernmental
mandates, as defined in the Unfunded Mandates Reform Act
(UMRA), and would impose no costs on state, local, or tribal gov-
ernments. The change in the foreign tax credit rules would impose
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a private-sector mandate with costs that would exceed the annual
threshold specified in UMRA ($100 million in 1996, adjusted for in-
flation).

Description of major provisions: The Trade and Tariff Act of 1998
would make several changes in current trade law. Specifically the
bill would:

Grant special duty-free tariff treatment to specified goods
from eligible, developing countries in sub-Sahara Africa;

Renew the currently expired General System of Preferences
(GSP) program, which offers duty-free tariff treatment on spec-
ified goods from approximately 140 eligible developing coun-
tries;

Offer specified products of Caribbean Basin partnership
countries tariff and quota treatment similar to that accorded to
products under the North American Free Trade Agreement
(NAFTA);

Re-authorize Trade Adjustment Assistance programs;
Implement the Organization for Economic Cooperation and

Development (OECD) Shipbuilding Trade Agreement;
Change the tariff classification on wool;
Change the drawback procedure on mobile offshore drilling

units;
And change the carryback and carryforward rules on foreign

tax credits.
Estimated cost to the Federal Government: The estimated budg-

etary impact of the Trade and Tariff Act of 1998 is shown in the
following table. The costs of this legislation fall within budget func-
tions 450 (Community and Regional Development), 500 (Education,
Employment, and Social Services), and 600 (Income Security). The
legislation would also affect revenues.

TABLE 1. ESTIMATED BUDGETARY IMPACT OF THE TRADE AND TARIFF ACT OF 1998
[By fiscal year, in millions of dollars]

1998 1999 2000 2001 2002 2003

CHANGES IN REVENUES

Estimated revenues ....................................................................... 0 ¥436 39 185 347 337

DIRECT SPENDING

Baseline spending under current law:
Estimated budget authority .................................................. 325 307 311 318 324 332
Estimated outlays ................................................................. 317 315 314 318 324 332

Proposed changes:
Estimated budget authority .................................................. 0 44 47 6 0 0
Estimated outlays ................................................................. 0 34 43 17 3 0

Baseline spending under the bill:
Estimated budget authority .................................................. 325 351 358 324 324 332
Estimated outlays ................................................................. 317 349 357 335 327 332

SPENDING SUBJECT TO APPROPRIATION

Spending under current law:
Budget authority 1 ................................................................. 10 0 0 0 0 0
Estimated outlays ................................................................. 9 9 6 5 2 0

Proposed changes:
Authorization level ................................................................ 0 10 10 0 0 0
Estimated outlays ................................................................. 0 (2) 3 4 5 5

Spending under the bill:
Authorization level 1 .............................................................. 10 10 10 0 0 0
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TABLE 1. ESTIMATED BUDGETARY IMPACT OF THE TRADE AND TARIFF ACT OF 1998—Continued
[By fiscal year, in millions of dollars]

1998 1999 2000 2001 2002 2003

Estimated outlays ................................................................. 9 9 9 9 7 5
1 The 1998 level is the amount appropriated for that year.
2 Less than $500,000.

Basis of estimate: CBO assumes that this bill will be enacted by
October 1, 1998, and that the necessary sums will be appropriated
by the beginning of each fiscal year.

Revenues: The major provisions in the Trade and Tariff Act that
would affect receipts are summarized in Table 2.

TABLE 2. ESTIMATED CHANGES TO REVENUES
[By fiscal year, in millions of dollars]

1998 1999 2000 2001 2002 2003

African Growth and Opportunity Act1 ............................................ 0 ¥15 ¥21 ¥47 ¥57 ¥60
Extension of the Generalized System of Preferences .................... 0 ¥393 ¥333 ¥88 0 0
United States-Caribbean Basin Trade Enhancement Act ............. 0 ¥98 ¥138 ¥147 ¥26 0
OECD Shipbuilding Agreement ...................................................... 0 0 0 ¥5 ¥7 ¥7
Wool Tariff Correction .................................................................... 0 ¥13 ¥14 ¥14 ¥15 ¥17
Mobile Offshore Drilling Units ....................................................... 0 ¥1 ¥1 ¥1 ¥1 ¥1
Capital Construction Fund2 ........................................................... 0 0 0 0 (3) ¥1
Modify Foreign Tax Credit Carryback and Carryforward Rules2 .... 0 84 546 487 454 424

Total .................................................................................. 0 ¥436 39 185 347 337
1 The extension of the GSP program for sub-Saharan Africa through June 30, 2008, beyond its December 31, 2000, termination for other

beneficiary countries, appears under Subtitle B, section 1101 (b) of Title I in the legislation, but is shown here with the other effects of Sub-
title A of Title I.

2 Estimate provided by the Joint Committee on Taxation.
3 Amount less than $500,000.

African Growth and Opportunity Act. Subtitle A of Title I would
grant sub-Saharan African countries that are eligible as beneficiary
developing countries under the United States Generalized System
of Preferences (GSP) additional benefits under the program. The
bill would amend GSP as related to sub-Saharan African countries
to lessen the rule of origin and competitive need limitation require-
ments. The provision also would authorize the President to grant
duty-free and quota-free treatment for many products that are cur-
rently excluded from GSP, if the International Trade Commission
(ITC) determines that they are not import-sensitive in the context
of imports from the region. In addition, certain textile and apparel
products would be granted duty-free and quota-free tariff treat-
ment. Subtitle A, section 1101(b) of Title I would extend the GSP
program to beneficiary developing countries in sub-Saharan Africa
through June 30, 2008. CBO estimates that these provisions would
reduce receipts by $200 million over the 1999–2003 period, net of
payroll and income tax offsets. The estimated loss is based on his-
torical collections and the assumption that reducing tariffs and
quotas on the affected products would increase the demand for
them in the United States. This estimate assumes that some prod-
ucts that have been considered import-sensitive by ITC in the past
would remain ineligible for GSP under the bill. The expansion of
products from sub-Saharan Africa eligible for GSP would be effec-
tive January 1, 1999, and the GSP and textile provisions would ex-
pire on June 30, 2008.
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Renewal of the Generalized System of Preferences. Subtitle B of
Title I would renew the United States GSP program for approxi-
mately two years. GSP affords nonreciprocal tariff preferences to
approximately 140 developing countries to aid their economic devel-
opment and to diversify and expand their production and exports.
Several industrial countries also offer similar preferences. Gen-
erally, duty-free treatment of imported goods from GSP-designated
developing countries is extended to products that are not competi-
tive internationally. Also, the program contains safeguards to pro-
tect domestic industries that are sensitive to import competition.
GSP expired on June 30, 1998. Subtitle B would renew GSP from
October 1, 1998, through December 31, 2000. In addition taxpayers
could apply for refunds for the period between July 1, 1998, and
September 1, 1998, but no refunds could be paid out before October
1, 1998. CBO estimates that renewing GSP would cost $814 million
over the 1999–2003 period, net of payroll and income tax offsets.
This estimate is based on projections of total United States imports
and historical data on collections from beneficiary countries under
the GSP program.

United States-Caribbean Trade Enhancement Act. Subtitle C of
Title I would provide tariff and quota treatment similar to that ac-
corded to products under the North American Free Trade Agree-
ment to products of Caribbean Basin partnership countries. Under
current law, the United States offers duty-free treatment to a wide
range of products of 24 countries in the Caribbean region through
the Caribbean Basin Initiative trade program (CBI). The CBI ex-
cludes the following products from such treatment: textile and ap-
parel articles, luggage and handbags, certain leather goods, foot-
wear, tuna, petroleum, watches, and watch parts. This bill would
extend immediate duty-free and quota-free treatment to certain
textile and apparel articles. The remaining products covered under
Subtitle B would receive an immediate tariff reduction equal to
half of the difference between the duty rate that Mexican products
receive under NAFTA and the duty rate on imports of the same ar-
ticles from CBI beneficiaries. NAFTA parity would begin on Janu-
ary 1, 1999, and would terminate on December 31, 2001. CBO esti-
mates that Subtitle C would decrease revenues by $409 million
over the 1999–2003 period, net of payroll and income tax offsets.
This estimate is based on projections of total United States im-
ports, historical data on collections from Caribbean Basin partner-
ship countries, and the assumption of an increase in demand for
the affected products in the United States.

OECD Shipbuilding Agreement Act. Title V would implement the
OECD Shipbuilding Agreement, an international agreement that
was signed by the United States on December 21, 1994. Under cur-
rent law (19 U.S.C. 1466), United States flag vessels are subject to
a 50 percent ad valorem duty on the cost of equipment and non-
emergency repairs obtained in foreign countries. As mandated by
the OECD agreement, Subtitle B of Title V of the proposed legisla-
tion would partially repeal the duty by exempting repairs to United
States flag vessels done in OECD signatory countries. Based on in-
formation from the United States Trade Representative, this esti-
mate assumes that this provision will be effective on January 1,
2001. BCO estimates that Subtitle B of the bill, pertaining to ves-
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sel repair duties, would decrease governmental receipts by $19 mil-
lion over the fiscal years 1999–2003, net of payroll and income tax
offsets. This estimate assumes that, as a result of this bill, addi-
tional repairs to United States vessels would be made in ports in
OECD countries. It also reflects an estimate of the United States
Maritime Administration of a steady decline in the size of the
United States fleet. In addition, section 5103, in Subtitle A of Title
V, would impose a fine of $10,000 on the master of any vessel who
submits false information in requesting a permit to lade and
unlade, or who attempts to, or actually does, lade and unlade in
violation of a denial of such a permit. CBO estimates that this ad-
ditional penalty would not have a significant impact on govern-
mental receipts.

Wool Tariff Correction. Section 6101, in Subtitle B of Title VI,
would amend the Harmonized Tariff System (HTS) to change the
classification of certain wool products intended for making suits
and would temporarily eliminate or decrease duties paid on some
such products. CBO estimates that this provision would reduce rev-
enues by $73 million over the 1999–2003 period, net of payroll and
income tax offsets. This measure would take effect on October 1,
1998, and would terminate on December 31, 2004.

Mobile Offshore Drilling Units. Section 6105, in Subtitle B of
title VI, would amend section 313 of the Tariff Act of 1930 by pro-
viding for drawbacks for mobile offshore drilling units if such units
are to be operated in international waters in the exclusive foreign
economic zone for a period of one year or more. If such units were
ever to return to the exclusive economic zone of the United States,
any drawbacks previously granted would have to be repaid. CBO
estimates that this provision would reduce governmental receipts
by $4 million over the 1999–2003 period, net of payroll and income
tax offsets. This provision would take effect on October 1, 1998.

Capital Construction Fund. Section 7001 of Title VII would ex-
pand the eligibility requirement for the Capital Construction Fund
by permitting repairs and construction of vessels in the OECD
Shipbuilding Agreement to be undertaken overseas. JCT estimates
that this provision would decrease governmental receipts by about
$2 million over the 1999–2003 period.

Modification to Foreign Tax Carryback and Carryover Provisions.
Section 7002 of Title VII would reduce the period that excess for-
eign tax credits can be carried back from the current two years to
one, but would increase the time that excess credits can be carried
forward from five to seven years. JCT estimates that this provision
would increase revenues by about $2.0 billion over the 1999–2003
period.

Other Provisions. Title II would restore the special authority to
the President of the United States to enter into multilateral and
bilateral trade agreements. Under this bill, the President could re-
duce certain tariffs by proclamation within specified bounds pre-
scribed by the law. For provisions subject to Congressional ap-
proval, the Congress could not amend implementing legislation
once it was introduced. Furthermore, as long as the President met
statutory requirements concerning Congressional consultation dur-
ing the negotiation process, the Congress would be required to act
on the legislation following a strict timetable. CBO estimates that
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this provision would have no direct effect on revenues, because fu-
ture trade agreements would require implementing legislation. The
effect of any changes implemented by the President would be at-
tributed to the legislation implementing the agreement.

Subtitle A of Title VI would extend Normal Trade Relations to
Mongolia on a permanent basis. Mongolia has received Normal
Trade Relations treatment since 1991 on a conditional basis. The
CBO baseline revenue projects assume that Normal Trade Rela-
tions status for Mongolia will be extended on an annual basis.
Therefore, enacting Title VI would have no budgetary impact when
measured relative to the CBO baseline.

Section 6102, in Subtitle B of Title VI, would temporarily sus-
pend the duties on personal effects of individuals associated with
the 1999 International Special Olympics, the 1999 Women’s World
Cup Soccer competition, the 2001 International Special Olympics,
the 2002 Salt Lake City Winter Olympics, and the 2002 Winter
Paralympic Games. CBO estimates that this provision would have
no significant impact on governmental receipts. Without this legis-
lation, many of the subjected goods would enter informally and
without bond. Personal goods would be admitted free of duty under
personal exemptions. Other goods destined for export would enter
free of duty under bond. Also, many educational and cultural goods
already enter free of duty under various international agreements.
As a result, this provision would not significantly affect govern-
mental receipts. This measure would take effect fifteen days after
the date of enactment of this bill and terminate on January 1,
2003.

Section 6103, in Subtitle B of Title VI, would amend the HTS of
the United States to extend to certain fine jewelry that is the prod-
uct of the Virgin Islands, Guam, and American Samoa some trade
benefits currently extended to watch producers in insular posses-
sions of the United States. Since 1983, watch producers in the in-
sular possessions have been able to import into U.S. customs terri-
tory a specified quantity of watches and watch parts free of duty
and to claim duty refunds, by means of a formula that takes into
account wages paid to insular possession workers. This provision
would amend chapter 71 of the HTS by allowing fine jewelry pro-
ducers in the Virgin Islands, Guam, and American Samoa to share
the benefits that have been granted to watch producers. The bill
would not increase or decrease benefits already in effect or alter
quantitative limits on imports. Watch producers would not experi-
ence a reduction in their benefits. CBO estimates that this proposal
would not have a significant impact on governmental receipts be-
cause producers of fine jewelry would be taking advantage of the
unused certificates and the unfilled import quantities made avail-
able after watch producers had made use of the benefits available
to them.

Section 6104, in Subtitle B of Title VI, would exclude gum arabic
of Sudanese origin from Executive Order 13067. CBO estimates
that this provision would not have a significant impact on govern-
mental receipts.

Direct spending: The Trade Adjustment Assistance (TAA) pro-
gram for workers provides transitional adjustment assistance for
workers who are dislocated as a result of federal policies that re-
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duce barriers to foreign trade. The program has two components—
one for all workers and one for workers dislocated because of the
implementation of the North American Free Trade Agreement
(NAFTA). Spending for assistance to workers is considered manda-
tory, and thus the outlays are direct spending. Together, the two
TAA programs for workers are estimated to have outlays of $317
million for fiscal year 1998. The bill would extend these programs
through fiscal year 2000, and CBO expects that they will cost, in
total, in the vicinity of $350 million a year. The direct spending
costs of extending the main TAA program are included in the base-
line, as required by the Balanced Budget and Emergency Deficit
Control Act of 1985. However, the costs of extending the NAFTA
portion of TAA are not included in the baseline. CBO estimates
that extending the NAFTA TAA program would cost $97 million
over the 1999–2002 period.

Spending subject to appropriations: The bill would authorize the
application of such sums as necessary for Trade Adjustment Assist-
ance for firms in each of fiscal years 1999 and 2000. CBO estimates
that this provision would result in outlays of about $17 million over
the 1999–2003 period, assuming appropriation of the necessary
amounts. This estimate assumes that the amount appropriated
each year under this authorization would be about $9.5 million, the
amount provided in 1998. Outlays are estimated based on histori-
cal spending rates for the Economic Development Administration.

Pay-as-you-go considerations: Section 252 of the Balanced Budget
and Emergency Deficit Control Act sets up pay-as-you-go proce-
dures for legislation affecting direct spending or receipts. The net
changes in outlays and governmental receipts that are subject to
pay-as-you-go procedures are shown in the following table. For the
purposes of enforcing such procedures, only the effects in the cur-
rent year, the budget year, and the succeeding four years are
counted.

TABLE 3. EFFECTS ON DIRECT SPENDING AND RECEIPTS
[By fiscal year, in millions of dollars]

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Changes in outlays ................................................. 0 34 43 17 3 0 0 0 0 0 0
Changes in receipts ................................................ 0 ¥436 39 185 347 337 302 188 186 178 (1)

1 Not available.

Private-sector mandates: The provision in the Trade and Tariff
Act of 1998 that would modify the foreign tax credit carryback and
carryforward rules would impose a private-sector mandate. The di-
rect costs of the mandate would exceed the statutory threshold es-
tablished in the Unfunded Mandates Reform Act of 1995 in fiscal
years 2000 through 2003. The costs to the private sector are sum-
marized in Table 4.

TABLE 4. ESTIMATED COST OF MANDATES ON THE PRIVATE SECTOR
[By fiscal year, in millions of dollars]

1998 1999 2000 2001 2002 2003

Cost to the Private Sector ............................................................. 0 84 546 487 454 424



79

Intergovernmental mandates: The Trade and Tariff Act of 1998
contains no intergovernmental mandates, as defined in the Un-
funded Mandates Reform Act, and would impose no costs on state,
local, or tribal governments.

Estimate prepared by: Federal revenues: Hester Grippando. Fed-
eral costs: Christi Hawley-Sadoti and Gary Brown; Impact on
State, local, and tribal governments: Pepper Santalucia; Impact on
the private sector: Lesley Frymier.

Estimate approved by: Frank Sammartino, Assistant Director for
Tax Analysis (Acting); Robert A. Sunshine, Deputy Assistant Direc-
tor for Budget Analysis.

VII. REGULATORY IMPACT AND UNFUNDED MANDATES

A. REGULATORY IMPACT

In accordance with paragraph 11(b) of rule XXVI of the Standing
Rules of the Senate, the Committee makes the following statement
concerning the regulatory impact of the Trade and Tariff Act of
1998.

1. Impact on Regulations

Title I provides for certain tariff preferences on imported mer-
chandise. Since all imports must now comply with customs entry
procedures and the reduction in tariff levels does not alter those
entry requirements, Title I will impose no additional paperwork re-
quirements on individuals or businesses.

Title II involves a delegation of authority to the President to pro-
claim certain changes in tariff rates resulting from the negotiation
of reciprocal trade agreements. Title II also renews congressional
procedures for the implementation of any changes in United States
law necessitated by such reciprocal trade agreements. Because
Title II relates to actions by the President or Congress, it involves
no new paperwork or regulatory burdens affecting individuals or
businesses.

Title III reauthorizes certain trade adjustment assistance pro-
grams. Title III does not alter any of the substantive or procedural
requirements of those programs and would not, as a consequence,
involve any new paperwork or regulatory burdens on individuals.

Title IV requires the United States Trade Representative to iden-
tify significant barriers to United States agricultural exports and,
potentially, to investigate those barriers under section 302 of the
Trade Act of 1974. Because Title IV affects actions by the USTR,
rather than any private parties, Title IV would not impose any ad-
ditional paperwork or regulatory burdens on individuals or busi-
nesses.

Title V approves and implements in United States law the Agree-
ment Respecting Normal Competitive Conditions in the Commer-
cial Shipbuilding and Repair Industry negotiated under the aus-
pices of the Organization for Economic Cooperation and Develop-
ment. The approval of the Agreement by Congress entails no addi-
tional paperwork or regulatory burdens for individuals or busi-
nesses.
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Among the changes it makes in United States law, Title V would
exempt certain repairs made in Parties to the Agreement from du-
ties otherwise applied to the value of foreign vessel repairs when
a United States-flagged vessel returns to the United States. It
would, in addition, modify certain tax and subsidy programs avail-
able under the Merchant Marine Act, 1936, to vessels constructed
in the United States in order to conform to the obligations accepted
by the United States under the Agreement. Neither the exemption
from duty of foreign vessel repairs nor the modification of certain
Merchant Marine Act tax and subsidy programs involves any addi-
tional paperwork or regulatory burdens on individuals or busi-
nesses.

Title V also creates a new trade procedure under which United
States petitioners might challenge entry of vessels from other Par-
ties on the ground that they benefit from subsidies in contravention
of the Agreement. Given that the provisions of Title V provide a
process for use at the discretion of the United States petitioning
party, it mandates no additional paperwork or regulatory burden
as such. The petitioning process (i.e., the process of challenging
entry of vessels and requesting relief) would involve the filing of a
petition and supporting documentary evidence by individuals or
businesses with standing to request such relief.

Title VI normalizes trade relations with Mongolia and makes
various modifications to the tariff laws of the United States. Pro-
viding for permanent normal trade relations with Mongolia does
not alter either the dutiable status of Mongolian products imported
into the United States or the paperwork needed to be filed to make
entry of such products into the customs territory of the United
States. It would not, as a consequence, result in any additional pa-
perwork or regulatory burden on either individuals or businesses.

Of the changes Title VI makes to the United States tariff laws,
the suspension of tariffs on wool fabric and articles entered for the
personal use of athletes and trainers attending world sporting
events in the United States would involve no additional paperwork
or regulatory burden for individuals or businesses because suspen-
sion of the tariffs would not modify the paperwork or regulatory
burdens otherwise imposed on the entry of imported merchandise
under the customs laws of the United States.

Title VI modifies the production incentive program provided for
certain imports from United States insular possessions. It is a vol-
untary program available to those individuals or businesses that
choose to avail themselves of the benefits of the program. As such,
those changes to the production incentive program do not mandate
additional paperwork or regulatory burdens. Because it involves an
expansion of benefits that require the filing of production incentive
certificates and the accounting burdens associated with compliance
with the program, the changes would entail additional paperwork
for those choosing to avail themselves of the program.

Title VI would also lift the current embargo imposed under exec-
utive order by the President on imports of gum arabic from Sudan.
Rather than imposing additional paperwork or regulatory burdens
on individuals or businesses, the effect of the change would be to
lift current import licensing requirements applicable to such im-
ports that were imposed under the executive order.
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The same would hold true for the Title VI provisions affording
duty drawback to imported materials used in the construction or
equipment of mobile offshore drilling units. Drawback itself is a
voluntary program; its expansion to cover certain mobile offshore
drilling units would impose no additional paperwork or regulatory
burdens on individuals or businesses except for those individuals or
businesses that choose to avail themselves of the program based on
the changes made by Title VI. Title VI makes no changes to the
paperwork or regulatory burdens imposed under the drawback pro-
gram. Any additional burdens would flow solely from the increase
in the availability of the program.

Title VII would impose additional paperwork or regulatory bur-
dens on taxpayers choosing to take advantage of the foreign tax
credit carryback or carryforward rules. Those burdens, which would
apply solely as a result of the taxpayer’s choice to avail itself of the
benefits of the credit, would entail additional filing and record-
keeping requirements.

The Title VII modifications to the capital construction fund
would marginally increase the availability of that program to any
qualified taxpayer owning or leasing a qualified vessel. The pro-
gram allows a deduction for amounts contributed to a capital con-
struction fund. To the extent any newly qualified taxpayer chooses
to avail itself of the benefits of section 7518, it will be subject to
the otherwise applicable requirements of that section in terms of
the paperwork and regulatory burden imposed on individuals or
businesses which choose to participate in the program.

2. Impact on Personal Privacy and Paperwork

The Trade and Tariff Act of 1998 will have little impact on per-
sonal privacy. Certain of its provisions which require the filing of
certain information with the United States government in order to
demonstrate eligibility for certain tax or tariff benefits would, po-
tentially, subject accounting records to review by the government
agency administering the program.

B. UNFUNDED MANDATES

This information is provided in accordance with section 423 of
the Unfunded Mandates Reform Act of 1995 (Pub. L. No. 104–4).
The Committee on Finance has reviewed the provisions of the
Trade and Tariff Act of 1998 as approved by the Committee on July
21, 1998. In accordance with the requirements of Public Law No.
104–4, the Committee has determined that the revenue provisions
of the bill contain the following private sector mandate:

Modify foreign tax credit carryback and carryforward rules
(bill section 7002).

This revenue provision will involve a net private sector mandate
totaling $1,571 million in fiscal years 1999–2002 and $3,190 mil-
lion in fiscal years 1999–2007. These amounts are no greater than
the aggregate estimated amounts the private sector will be re-
quired to pay in order to comply with this private sector mandate
during these periods. The revenue raised from this provision is in-
tended to offset the budget costs of the trade provisions of the bill.
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The revenue provisions of the bill will not impose a Federal
intergovernmental mandate on State, local or tribal governments.

VIII. CHANGES IN EXISTING LAW MADE BY THE BILL, AS
REPORTED

In the opinion of the Committee, it is necessary, in order to expe-
dite the business of the Senate, to dispense with the requirements
of paragraph 12 of rule XXVI of the Standing Rules of the Senate
(relating to the showing of changes in existing law made by the bill
as reported by the Committee).
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